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About the Company 


Boise Cascade Corporation is an integrated forest products company 
headquartered in Boise, Idaho. It is engaged principally in the 
manufacture, distribution and sale of paper, packaging and office 
products, wood products and building materials. In addition, the 
company has one of the industry’s more extensive timber bases on 
which it grows and harvests timber to support these operations. Its 
timberlands and manufacturing facilities are located primarily in the U.S. 
and Canada. 


About the Photographs 


The photographs in this report were chosen to illustrate the combination 
of resources and people which is the strength of Boise Cascade. Our 
resource list includes our attractive product mix as well as good 
financial, capital, timber and human resources. But the judicious and 
profitable use of this resource base requires the ability to manage 
effectively. The people pictured throughout the report are representative 
of this ability. The year covered in this report was outstanding, and we 
believe the long-term outlook for Boise Cascade is favorable indeed. 
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To Our Shareholders 


“management/man-ij-ment/n.: judicious use of means to 
accomplish an end.” Management is a subject which will receive 
considerable attention in this annual report. 

Despite inflation, 1979 was another excellent year for Boise 
Cascade. Net income was $175 million, or $6.52 per share, 
compared with 1978 income of $136 million, or $5.02 per share, 
before a net extraordinary charge of $2.9 million, or 11¢ per share. 
Sales rose to $2.9 billion from $2.6 billion the previous year. And 
return on shareholders’ equity (ROE) advanced to 15.7% in 1979 
from 13.5% the year before. 

During the same period, we invested a record $486 million in 
capital improvements, increased the annualized dividend on our 
common stock from $1.25 to $1.50 per share and maintained a 
solid financial position. In February 1980, the annualized dividend 
rate was raised to $1.75. 

Demand for our mix of paper products was strong throughout 
1979, and homebuilding activity was relatively high until the last 
quarter of the year. These generally favorable market conditions — 
combined with capital investments which added productive 
capacity, increased operating efficiency and lowered our effective 
tax rate through investment credits — were principally responsible 
for the company’s record-breaking performance. 

In May 1979, Stephen B. Moser, a director and former chairman 
of the board, retired after 51 years of service to Boise Cascade and a 
predecessor company. Just after the close of the year, William S. 
Cook, president and chief operating officer of Union Pacific 
Corporation, became a director of Boise Cascade. In February, 
Charles A. Anderson, former president and chief executive officer of 
SRI International, was also elected a director. 

The coming year will be difficult for our nation, our industry and 
our company as the economy suffers the effects of inflation and an 
expected recession. Our 1980 planning assumptions are based on 


negative growth (minus 1.5%) in real gross national product and 
Ne inflation of more than 10%. In addition, the Federal Reserve Board 
\ has taken action designed to control inflation by squeezing credit. A 


by-product of that action, of course, has been an increase in the 
cost and a decrease in the availability of mortgage funds, which has 
had a depressing effect on homebuilding. As one consequence, we 


reach B. Fery expect housing starts to decline to about 1.4 million units in 1980, 
hairman of the Board compared with 1.7 million in 1979. We anticipate, therefore, that the 
Chief Executive Officer 


1980 results from our building materials and related businesses will 
not equal those achieved in 1979. Prospects for our paper and 
related businesses are more encouraging, and we expect results in 
1980 to be at least comparable to those of the previous year. It 
should be noted that our industry faces numerous labor 
negotiations in 1980. Given this overview, it will be difficult for the 


company’s overall performance in 1980 to match 1979's. 

Longer term, the outlook is very favorable for Boise Cascade. 
Indeed, the outlook is favorable for those other forest products 
companies which also have an attractive product mix and good 
financial resources, capital resources (plant, property, equipment), 
timber resources and human resources. What will truly distinguish 
one company from another in the future is the ability to manage 
these resources effectively. 

We believe Boise Cascade is beginning to distinguish itself as an 
effective manager of these resources. This results, in part, from our 
strategic planning process. In essence, our business planning 
(which is explained on page 27 in the Financial Review section of 
this report) helps us to be effective resource managers. Our 
planning has led, for example, to the development, implementation 
and completion of our prior five-year capital investment program 
(1974-78) through which $1.2 billion went into significant capital 
improvements. The company’s performance in 1979 reflects some 
of the benefits provided by those previous investments. And since 
this capital program began in January 1974, we have attained 
compounded growth rates of 15.2% in sales; 11.8% in net income; 
and 43.6% in dividends declared per common share. During the 
same period, return on shareholders’ equity has risen to 
15.7% from 13.4%. 

Good strategic plans, conceived and implemented by capable 
people, are the foundation which enables us to effectively manage 
our total financial, capital, timber and human resources. We 
manage so as to optimize the company’s long-term value to our 
shareholders and to society. In doing this, we have substantially 
improved and expanded our paper and building materials 
businesses, strengthened our financial position, developed a 
management team that combines experience with youth and 
depth, and enhanced our ability to function effectively in today's 
complex business environment. In the near future, we expect to 
begin realizing major benefits from our current five-year (1979-83) 
capital program, through which we intend to invest $2.3 billion. 

It is through this kind of management that we intend, over time, 
to become one of the top return-on-equity performers in the 
industry. 

In the succeeding pages of this report, we would like to 
introduce you to a handful of the many managers and supervisors 
who are responsible for Boise Cascade's future direction. 

The comments of these managers offer insight into our various 
businesses and, taken together, convey our collective confidence 
about the company’s ability and determination to grow, to become 
more profitable and to increase our value to our shareholders and 
to society. 


Jon H. Miller 
President 
Chief Operating Officer 


Paper and related businesses 


Paper. Boise Cascade’s Paper Group had an excellent year in 1979, 
posting new highs in sales and earnings. Operating income for the 
year was $143 million, compared with $91 million earned in 1978. 
Sales were $888 million in 1979 and $695 million in 1978. 

Strong demand for our products — printing and publishing 
papers, newsprint, packaging papers and paperboard, specialty 
paperboard and market pulp — enabled us to run at or near full 
capacity and to offset rising costs with improved prices. Increased 
productive capacity resulting from prior capital spending helped us 
respond to the high level of market demand. 

As good as the Paper Group’s performance was, however, it 
would have been even more impressive if strikes at several of our 
facilities early in the year had not caused the loss of about 108,000 
tons of pulp and paper production. Despite pressure to conclude 


Gordon Anglin (right), finishing superintendent, 
Paper 


“We've concentrated our cap- 
lital spending on projects that 
add capacity and give us the 
most improvement per in- 
vestment dollar. The $250 
million project at our Wallula 
mill, which includes this 
new machine, is a good 
example.” 
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Juan del Valle 

Executive Vice President 
Paper, Packaging and 
Office Products ~ 


negotiations quickly, thereby avoiding the costly strike that 
damaged the company’s income in both 1978 and 1979, 
management opposed any demands which would have preempted 
its management rights and undermined Boise Cascade's long-term 
competitive position. Continued operation of some of the struck 
mills by salaried employees allowed us to continue serving our 
customers and thus preserve the jobs of striking employees. 

In 1979, work continued on three major capital projects still in 
progress (see below) which will represent an investment in excess 
of $500 million for Boise Cascade and $136 million for our joint 
venture, Boise Southern. Several smaller capital projects were 
completed during the year, including a $41 million effort aimed at 
improving the operating performance of our market pulp mill at 
Newcastle, New Brunswick, Canada; the rebuild of a paper machine 
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Linda Miller (top), quality control supervisor, Paper 


p aper and related businesses 


Karen Dickinson, engineering assistant, Paper 


Re er 
“Our capacity expansion in 
paper will emphasize those 
higher growth markets 
where we have a good posi- 
tion and will be supported by 
$1.3 billion of investments 
from our 1979-83 capital 
program.” 


e071) men 


K. Peter Norrie 
Senior Vice President 
Paper Group 


at our pulp and paper mill at Fort Frances, Ontario, Canada; and 
the speed-up of a paper machine at our pulp and paper mill at 
Kenora, Ontario, Canada. 

For 1980, the prospects for our paper business are good. 
Customers’ inventories are reportedly in balance, and our order file 
indicates strong demand for our products. Even though we will 
have additional pulp and paper tonnage available when several 
major capital projects are completed this spring, we are budgeted 
to operate at or near full capacity during the year. 

Our strategic planning for 1980, however, recognizes that several 
factors could have a dulling effect on our paper business. One such 
factor is an unstable domestic and overseas economic situation 
which could deteriorate further than expected. And costs — 
especially for energy — could escalate more than anticipated. 
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Under such circumstances, it would be difficult to achieve our 
budgeted performance without offsetting increases in selling 
prices. In addition, labor negotiations are scheduled for 1980 at our 
three pulp and paper mills in Canada, our mill in Rumford, Maine, 
and our joint venture pulp and paper mill in De Ridder, Louisiana. 

While we feel positive about the short term, the longer term 
prospects for our paper business are especially exciting, and we are 
acting now so we'll be in a position to take advantage of all the 
future has to offer. An estimated $1.3 billion of the company’s 
current five-year, $2.3 billion capital program will be spent to enable 
our papermaking operations to expand in the fastest growing 
product segments and geographic areas, to lessen our 
dependence on purchased energy and to improve productivity. 

By mid-year, the first phase of an approximately $250 million 


Al Plum, shift foreman, Paper 


Paper and related businesses 


project will be completed at our pulp and paper mill at Wallula, 
Washington. In this phase, linerboard production is being 
converted to production of printing and publishing papers and 
market pulp. In the final phase, to be completed early next year, 
expanded production of these products will be gained by adding a 
new pulp mill digester. Another example of our strategic 
concentration on fast-growth white paper markets is an expansion 
in excess of $250 million now under way at our Rumford, Maine, 
pulp and paper mill. Through this project, which is scheduled for 
completion in 1981, the Rumford facility's capacity will expand 
substantially, enabling us to capitalize on the burgeoning market for 
lightweight coated publishing paper. 

While emphasizing growth in the high performance white papers 
area, our strategic planning is also directed toward building greater 


Tony Roa, shipping and receiving supervisor, 
Composite Can 


a a 
“By developing specialty 
markets in our packaging 
businesses, we have im- 
proved our facility utilization 
as well as our returns. 
Opportunities like these are 
identified through our 
comprehensive planning 
process.” 


Yili udiahogl 


William Bridenbaugh 
Senior Vice President 
Packaging Group 


depth into our paper products line. For example, we are developing 
a potential product to better serve the attractive markets for 
high-speed reprographic papers. Through a combination of both 
large and small paper machines, we are able to efficiently and 
economically offer products and services that meet a wide variety 
of customer needs. And the $136 million newsprint expansion at 
Boise Southern’s pulp and paper mill in De Ridder, Louisiana 
(described under “Joint Ventures” in this section), is an example of 
matching our production capabilities with attractive markets. 
Longer term prospects for our paper business are also enhanced 
by current marketing capabilities and plans to capitalize on the 
advantageous geographic locations of our manufacturing facilities. 
With mills in marketing proximity to all major domestic paper 
markets, we can serve customers anywhere in the country. At the 


Peter Pratt, production assistant, Corrugated 
Container 
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Vince Condino (left), quality assurance supervisor, 
Composite Can 


Frank Macek (left), warehouse supervisor, Office 
Products 


Paper and related businesses 


same time, we are developing the potential to serve growing 
international pulp and paper markets from deep water ports within 
our domestic manufacturing base. 

Advanced forest management techniques applied to Boise 
Cascade's extensive timberlands have increased our wood fiber 
self-sufficiency through timber productivity gains (see the “Timber 
Resources” section of this report). This has helped control the cost 
of wood delivered to our mills. 

In terms of our human resources, we are attempting to improve 
the productivity of our work force and to further develop managers 
within the company. Illustrative of our efforts is a comprehensive 
training program in which all pulp and paper mill supervisors are 
improving their skills in dealing with employee relations issues and 
in communicating with employees. 

Packaging and Office Products. Boise Cascade’s packaging and 
office products business also enjoyed its finest year ever in 1979. 
Operating income was $52 million, compared with $36 million in 
1978. Sales rose to $764 million in 1979 from $656 million in 1978. 

The Office Products Division continued its winning performance 
in 1979, breaking sales and earnings records which had been 
established just one year earlier. The distribution of supplies to the 
office is an exceedingly attractive business, and we are a leader in 
the field. Still, with a small percentage of the total market, we have 
ample opportunities for future growth. That is why we are 
expanding into new geographic areas while increasing our 
service to existing markets. And to improve efficiency, we are in 
the process of extending the division's on-line data processing 
system to our distribution centers across the U.S. As for 1980, 
although we anticipate a recession in the economy, the division 
expects to have another good year. 

A leader in its industry, our Composite Can Division finished the 
year on budget and performed well, although especially stiff 
competition eroded profit margins. Inasmuch as prices could not 
keep pace with rising costs, earnings declined slightly from 1978, 
despite an increase in sales. During the year, we opened a 
composite can plant in Yakima, Washington, and announced 
construction of a new $2.7 million facility at New Brunswick, New 
Jersey, and a $3.5 million expansion of our Presidents Island, 
Tennessee, plant. We also began marketing a new product — a 
large (30#) composite can for institutional foods — which was 
created by our research and development team. Innovative 
research and development plus intensive marketing should enable 
the division to capitalize on the many opportunities we perceive for 
the composite can industry in the years ahead. 

Our Corrugated Container Division, having fought through 
several years of sagging profitability along with the industry as a 


whole, recovered nicely in 1979. Both earnings and sales were up 
substantially from 1978 levels. The division’s improved earnings 
and profit margins were due to improved efficiency, which helped to 
offset rising costs, and to heavy demand for its products, which 
made possible badly needed price increases. Since the industry's 
fortunes tend to follow general economic conditions, the 
Corrugated Container Division’s results in 1980 are unlikely to 
match the previous year’s, but the longer term outlook is favorable. 

The Envelope Division has made a successful transition from the 
manufacture of commodity envelopes to a product mix 
emphasizing growth in specialty envelopes and, in the process, has 
increased both its sales and earnings during each of the past four 
consecutive years. This division had record earnings in 1979, 
dramatically surpassing its previous high earnings mark. In the 
years to come, the Envelope Division will continue to focus on 
specialty markets and on productivity improvements to help ensure 
future success. 

Joint Ventures. Combined results of Boise Cascade’s two joint 
ventures improved considerably in 1979 over the previous year. Our 
share of joint venture income was $19.7 million in 1979, compared 
with $16.5 million in 1978. Total revenues were $240 million in 
1979 and $217 million in 1978. 

Boise Southern Company, a joint venture with Southern Natural 
Resources, Inc., earned $34.4 million in 1979, versus $28.7 million 
in 1978. Boise Cascade’s share in 1979 was $17.2 million, 
compared with $14.4 million in 1978. Market conditions for 
newsprint and paperboard enabled Boise Southern’s two pulp and 
paper mills to operate at full capacity in 1979. The declining 
housing market caused the results of the wood products operations 
to decline. Housing is expected to remain slow in 1980. Continued 
heavy demand for paper should permit the mills to run at full tilt, 
despite the start-up of the $136 million project which will expand 
newsprint capacity by more than 185,000 tons annually. 

Oil, gas and mineral income accounted for approximately 19% of 
Boise Southern’s earnings in 1979. Mineral exploration is 
continuing on and near Boise Southern’s lands in Louisiana and 
east Texas as well as on other properties of Boise Cascade. 

Boise Cascade’s share of the earnings of its other joint venture, 
Duropack, was $2.4 million in 1979, compared with $2.1 million in 
1978. Duropack, an Austrian firm, operates two facilities that 
manufacture corrugated containers. With strong markets and a 
favorable product mix, this operation continues to be a solid and 
consistent performer. 


Eileen Nowak, print shop supervisor, Envelope 


Grover Lee (left), warehouse supervisor, Office 
Products 


Building Mate rials and related businesses 


Wood Products. The performance of our Timber and Wood 
Products Group in 1979 declined from the record results achieved 
in the previous year. Operating income in 1979 was $61 million, 
compared with $101 million in 1978. Sales totaled $697 million in 
1979, versus $699 million in 1978. 

Homebuilding continued at a moderately high level through the 
first three quarters of 1979 before dropping off sharply later in the 
year. The market drop followed action by the Federal Reserve 
Board to tighten credit by boosting interest rates. 

The resultant slowdown in new home construction depressed the 
markets for such products as lumber and plywood, prompting 
many firms, including Boise Cascade, to temporarily curtail 
production at some facilities during the year-end holidays. Despite 
the progress which has been made to improve the efficiency of our 


John Kite, log yard supervisor, Timber and Wood 
Products 
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wood products manufacturing plants, profit margins were 
weakened during the year because costs — especially for energy 
and raw materials — rose faster than prices for wood products. In 
fact, some prices actually declined. 


For 1980, the anticipated decline of housing starts to 
approximately 1.4 million units (down from 1.7 million in 1979) 
would adversely impact demand and price levels during the year. 
Increases in the costs of energy, raw materials and labor will further 
squeeze profit margins. Additionally, labor contract negotiations are 
scheduled during the year at many Pacific Northwest wood 
products plants. 

The slack housing market that is expected to last at least through 
mid-1980 is the result of the tight supply and high cost of money, 
along with consumer concern about the economy. It does not 
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Dave Anderson, dry end foreman, Timber and 
Wood Products 


Building Materials and related businesses 
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— 
Rex Hanby, dry end foreman, Timber and Wood 
Products 


Larry Jenkins (right), green end supervisor, Timber 
and Wood Products 


reflect an erosion of the robust underlying demand for housing, 
which should remain strong during most of the decade as the 
post-war babies reach home-buying age. 

Over the longer term, demographics indicate an eventual 
slowdown in new home construction. Consequently, our 
management plans to emphasize improved profitability in wood 
products manufacturing primarily through increased efficiency. We 
will be expanding capacity only on a selective basis. 

Several capital projects which have enhanced our production 
efficiency were completed in 1979. Among these were expansion 
and modernization of our plywood and lumber operations at Kettle 
Falls, Washington, and installation of an efficient log processing 
center serving our sawmill and veneer plant at White City, Oregon. 
And consistent with our ongoing practice of eliminating marginal 
operations, we closed a sawmill near Boise, Idaho, during the year 
and sold a hardboard plant at Phillips, Wisconsin. 

Capital projects currently under way at facilities in several wood 
products manufacturing regions are designed to conserve energy, 
increase the value realized from raw materials or provide other 
cost-saving benefits. 

In the South, we are growing in wood products manufacturing 
through construction of a plywood, hardwood lumber and wood 
chip production complex near Chester, South Carolina. This 
modern facility, to be completed in 1981, will help us most 
effectively manage and utilize our expanding Southeastern timber 
base. 
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As our planning and capital programs move Boise Cascade 
more deeply into the paper business, we will retain a favorable 
wood products integration and diversification. This will be 
accomplished primarily by fine-tuning our wood products 
manufacturing operations as well as by selectively adding capacity 
when expansion is appropriate in terms of long-term opportunities. 

Building Materials. The Building Materials Group felt the effects 
of the decline in homebuilding activity in 1979, as operating income 
fell to $23 million from $41 million in 1978. Sales were $794 million 
in 1979 and $750 million the previous year, with the increase due 
primarily to the addition of a number of new building materials 
centers in 1979. 

The Building Materials Distribution Division is a growth business 
for Boise Cascade, and a good share of the company’s planned sal 
capital spending will be directed to this business due to its David Batty, retail store supervisor, Building 

as Materials Distribution 
promising near- and long-term prospects. 

The 1980's are expected to be the strongest decade in history for 
housing starts. Likewise, the repair and remodeling portion of the 
housing industry is mushrooming. Our strategic plans call for 
continued growth in our building materials centers, which serve 
both of these market segments, backed up by selective growth in 
our wholesale distribution units. 

This expansion is oriented to rapidly growing markets in 
numerous states throughout the western two-thirds of the country. 
These attractive markets are also in geographic proximity to our 
primary wood products manufacturing facilities, so our mills serve 


George LeDelle (right), shipping superintendent, 
Building Materials Distribution 


Building Materials and related businesses 
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Gerald Thomas, yard superintendent, Building 
Materials Distribution 
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as an important source of supply for our distribution operations. 

In 1979, the division purchased 60 building materials centers 
from Lone Star Industries for approximately $50 million. These 
facilities serve retail customers and contractors in Texas, Oklahoma 
and Kansas. Five building materials centers catering primarily to 
contractors in Washington and Oregon were purchased from 
Edwards Industries. In addition to the purchase of these and other 
facilities, the division also spent $17.2 million to build new facilities 
and to expand or relocate existing ones during the year. The 
division also disposed of several centers (including 15 acquired 
from Lone Star) which were not expected to meet our performance 
criteria. 

The performance of our Housing Division in 1979 was mixed. 
Despite a softening housing market, our operation which supplies 


sectionalized houses to the western part of the nation posted its 
best year ever. Our operation which supplies the eastern part of the 
country with panelized houses continued to experience difficulties 
with regional market demand for housing. This operation closed a 
panelized housing plant in Muncy, Pennsylvania, during the year. 
Although recent improvements in product line and market 
approach should strengthen the performance of our eastern 
operations, with housing starts expected to be slack through most 
of 1980, our Housing Division can expect to wait a while longer 
before improving its overall results significantly. 

The Cabinet Division improved market share during the year, but 
rising costs and a change in product-mix resulted in lower earnings 
in 1979 than in the previous year. The division will continue working 
in 1980 to improve operating efficiency. 


Materials Distribution 


Timber Resources 
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Luci Wisniewski, forester, Timber and Wood 
Products 


The foundation of Boise Cascade's integrated forest products 
operations is one of the most extensive timber bases in the industry. 
And the strength of this resource base is being expanded through 
management strategies devoted to growth both in number of acres 
and in productivity of the land. 

At year-end, Boise Cascade, including its joint venture, Boise 
Southern, owned 2.7 million acres of timberland and held 
long-term leases, contracts or licenses on 4.3 million acres in the 
U.S. and Canada. We are in the process of establishing a new 
timber base in the Carolinas that will eventually support a major 
wood products and pulp and paper complex. 

In.addition to growing in total acreage, our timber base has 
become even more productive through the application of intensive 
forest management techniques. Our silvicultural programs balance 


long-term projects, such as the development of genetically superior 
trees, with techniques which have more immediate returns, such as 
fertilization and thinning of timber stands. Through computer 
technology, improved techniques for inventorying timber reserves, 
more complete utilization of available wood fiber and our ongoing 
silvicultural program, we are increasing our self-sufficiency in 
meeting our raw materials requirements. 

At present, over half of the solid wood needs of our 
manufacturing operations can be supplied from the company’s 
timber base — a comparatively strong degree of self-sufficiency 
within the industry. Yields from our timberlands in the Northwest 
have been increased by more than 25% since the mid-1970’s, while 
yields from the lands of Boise Southern, our joint venture in 
Louisiana, are expected to double by the year 2000. 


Joe Madden, log yard superintendent, Timber and 
Wood Products 
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Staff Services 
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A major effort is made by Boise Cascade to anticipate changes in 
the social, economic and political environments in which we 
operate and to be prepared to act accordingly. Support from our 
staff service units is key to our success in this area. We also study 
issues facing the company through our business planning process. 

Behind the planning, the development and implementation of 
strategies described in this report is one particular asset most 
crucial to solid business performance — our people. Not only must 
we attract and keep productive people, we must also create an 
environment that encourages and rewards effectiveness at all 
levels. We place a great deal of emphasis on seeing that our 
employees acquire the knowledge, experience and skills necessary 
to make them productive — not only for the company’s benefit but 
also to help them realize their full career potential. 

An integral part of these efforts is our affirmative action 
programs. These programs are reaching into the rich resource of 
talent and ability among women, the handicapped and minorities 
— aresource which will result in a competitive talent advantage for 
this company now and in the future. 

Employees at many levels of the company are involved in work 
that requires them to understand and comply with the growing 
body of law and government regulations affecting the operations of 
business in general. So we emphasize a continuing educational 
program to keep this large group of employees abreast of changes 

as in those laws and regulations. 
John E. Clute, Senior Vice President and General 3 ; 4 - 
Counsel In the face of increasing government regulation of business, 
Boise Cascade has for some time sought to constructively 
influence the governmental process. Many managers in the 
company have attended seminars on government, and it’s our goal 
to make interfacing with government a part of every manager’s 
work responsibility. In addition, we encourage our employees at all 
levels to become involved in their communities and in the 
governmental and public decision-making processes. 

Attaining our overall goal of optimizing the company’s long-term 
value to our shareholders and to society requires the support of 
many people. We are dedicated to earning this support by being 
responsive and responsible to our various audiences, which include 
investors, customers, government, the public and, most especially, 
our employees. So we emphasize good communications. And we 
provide timely and comprehensive investment information. We also 
have an active contributions program designed to give corporate 


Frank J. Toner, Vice President, Human Resources; support to areas which mutually benefit the company and society 
sacle oF Me eng eet) elt and to enhance the living environment in the communities in which 
we operate. 


Other staff services include: support in the area of transportation 
by ensuring cost-effective transportation systems; coordination of 
the company’s overall energy goal; advice and assistance in 
purchasing; and a financial control system which supports all the ~ 
company’s operations with professional service in data processing, 
tax, internal audit, real estate and risk management. 
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Sales Volumes 


Paper 1979 1978 1977 1976 1975 1974 
Boise Cascade (thousands of tons) 
Printing-and publishing! papers. .20% «)c.s ese. ss ee ea oe 1,129 1,004 1,075 853 572 696 
Newsprint 5 tcaaotiaee cen ete ache ce seat ay eee eee 379 329 379 328 332 389 
Packaging papers and paperboard ................s++e0- 205 145 264 266 239 232 
Specialty paberboard areas... is, ee ne ee 77 78 74 28 16 19 
Market pullin oo. cfai.. arn sro is vee ep con recente ere eth ewe 176 174 69 B52 60 70 
TOtal betes 0 iy. cene oc teweg Sade eet oa ste Pree cee 1,966 15730 1,861 20 1,219 1,406 
Joint Venture 
Packaging papers and paperboard .................eee05 459 456 430 424 361 306 
N@WSDrint® 50% axl Severin gute bate ys an are 3 a onsen eerna ase 83 84 84 82 84 62 
Printing.and publishing papers mrias-+ snes c as oor — — 18 df. 16 — 
Market pulpy a; ater vrctcc cherries meld eset er cerna ut conc neces — — 161 168 dye) 225 
TD tea sig cette gee cae se eae se ee near Sal Mae St 542 540 693 691 612 593 
Packaging and Office Products 
Boise Cascade (millions) 
Corrugated containers (square feet) ................eeeee 6,075 BS 7/ 5232 yO 4,187 4,482 
COMpOSHe: Cans irre sere ree aay on 08 ides sie eters ces 3,530 3,500 3299 3,208 3,250 3,140 
Envelopes.a race Cee oes Oeics Sa eames 5,611 5,228 3126 5,109 5,487 6,575 
Joint Venture 
Corrugated containers (square feet) ................ce00: 956 895 992 1,089 962 1,202 
Wood Products 
Boise Cascade (millions) 
Plywood (square feet) oe an setae. ere eee 1,387 1,528 1,538 1,542 1,391 1,476 
Lumber (board feet). = .ccsgnac ss er nae oe trcnaecae Oe 796 799 825 809 603 614 
Fiberboardi(square: feet). snes sane. cpio eee 427 484 578 506 462 475 
Particleboard (square feet) an erc nisin as oc 5 Seceets saeeee 142 149 145 149 123 126 
Joint Venture 
Plywood and veneer (Square feet) ................e0ce00: 99 126 144 136 41 68 
Lumber (Doardifeet)e sesh cercetcat ears ona ae Siw Se eee 7 53 60 103 40 20 
Building Materials 
LIVING IUNItS Era ee as Acie eo eee 8,199 9,822 9,769 8,584 7,147 8,512 
Cabinets (thousands of cabinets) ..............0.csceeee 942 831 789 618 457 502 


Paper 
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Packaging and Office Products 


Sales (millions) Operating Income (millions) 
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CAR(S LOM Ma lOnt9 


Facilities 


Paper 


10 Pulp and/or paper mills located in Maine, Minnesota, Oregon, Washington and Ontario and New Brunswick, Canada. 
5 Specialty paperboard mills located in Massachusetts, New York and Vermont. The company has a specialty paperboard converting 


facility in New York. 


Joint Venture 


2 Paper mills located in Louisiana. 


Packaging and Office Products 


18 Corrugated container plants located in Arkansas, California, Colorado, Connecticut, Idaho, Indiana, Minnesota, North Carolina, 


Ohio, Oregon, Tennessee, Utah, Washington and West Germany. 


25 Composite can plants located in California, Florida, Georgia, Illinois, Indiana, Kansas, Missouri, North Carolina, Ohio, Pennsylvania, 
Tennessee, Texas, Washington and France. Another facility in Tennessee produces metal ends used in the manufacture of cans. 


5 Envelope plants located in Illinois, New York, Ohio and Pennsylvania. 


30 Office supply, equipment and furniture distribution centers located in Arizona (2), California (2), Colorado, Florida (3), Georgia, 
Hawaii (4), Illinois, Massachusetts, Michigan, Minnesota, New Jersey (2), New York, North Carolina, Ohio (2), Oregon, Tennessee, 
Texas (2), Utah, Washington and Wisconsin. 8 Retail outlets located in Hawaii (5), Massachusetts (2) and Texas. 


Joint Venture 


2 Corrugated container plants located in Austria. 


Wood Products 


18 Sawmills located in Idaho, Minnesota, North Carolina, Oregon, Washington and Ontario, Canada. 
16 Plywood and veneer plants located in Idaho, North Carolina, Oregon and Washington. 
Particleboard plant located in Oregon. 

Fiberboard plant located in Minnesota. 

Wood beam plant and bark plant located in Idaho. 
Pole and piling plant located in Oregon. 


Joint Venture 


Sawmill and plywood and veneer plant located in Louisiana. 


Building Materials 


15 Wholesale building materials units located in Arizona, California, Colorado (2), Idaho (3), Montana, Oregon, Texas (2), Utah and 


Washington (3). 


107 Building materials centers located in Arkansas (2), California (15), Colorado (16), Idaho (8), Kansas (5), Oklahoma (9), 
Oregon (4), Texas (37), Utah (5) and Washington (6). 
9 Housing plants located in Alabama, Colorado, Idaho, lowa, Montana, Oklahoma, Utah and Virginia. 
3 Cabinet plants located in Virginia and West Virginia. 


Wood Products 
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Building Materials 


Sales (millions) 


$800 


600 


400 


200 


14°75 716 77 78 79 


Operating Income (millions) 


$75 


50 


725} 


al 


14 757677 78 79 


23 


North American Timber Resources 


Timberlands 


(thousands of acres 
owned in fee) 


Sources of Fiber by Area for Boise Cascade and 
Joint Venture 74 75 76 77 78 79 


The Company’s and Boise Southern’s owned and controlled timber resources are currently capable of providing, on a sustained 
timber yield basis, 55% of the total solid wood (sawtimber and pulpwood) requirements of our facilities. Considering the total fiber 
requirements of our paper and wood products manufacturing facilities, the owned and controlled timber resources are currently 
capable of providing, on a sustained timber yield basis, 43% of the total fiber needs. This percentage is based upon all log and wood 
waste fiber requirements and excludes the residuals allocable to purchased logs processed through the Company’s wood products 
mills. 

The following table describes, for each operating area, the acreages and percentages of the solid wood and total fiber 
requirements represented by the current sustainable harvest of the respective timber resources at December 31, 1979. 


Solid Wood Total Fiber 
Canadian Requirements Requirements 
Leases and Government Available from Available from 
Area Fee Contracts Licenses Total Timber Resources’ Timber Resources 
(thousands of acres) (percent) (percent) 
1. )Pacific: Coaster eee 285 — — 285 88% 32% 
2 aintenmountainue eee ene 1,149 60 = 1,209 30% 
3. Midwest-Central Canada ........ S27, — 2,870 3,197 55% 55% 
4° NewEngland @).4-....... 21 ao 369 — — 369 27% 27% 
5, Eastern Canadas see 3 ee 24 — 936 960 73% WBE 
6. South (Boise Southern, joint 
Venture) id:, Saabs ene emer 416 394 — 810 54% 54% 
(Southeast) axe. ce eee 184 — a 184 N/A N/A 
(otal. As Meee teen he eee 2,154 454 3,806 7,014 


(1) The Company is in the process of establishing a new timber base in North and South Carolina. As of December 31, 1979, the Company had 
options to purchase an additional 17,000 acres of timberland. 
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Financial Review 


“We deliberately include 
downside prospects and 
contingencies in our plan- 
ning process so we can feel 
confident that our growth 
plans can be completed and 
that we have the flexibility to 
respond to changing condi- 
tions.” 


ALL mm 


Will M. Storey 
Executive Vice President 
Chief Financial Officer 


Financial Condition. Boise 
Cascade’s sales in 1979 were 
$2.92 billion, 13% higher than in 
1978; and income was $175 
million, 29% greater than in 1978 
before net extraordinary items. 
Funds provided from operations 
reached a record high of $291 
million, up 30% from 1978. 

Our ability to generate a strong 
cash flow and our capacity for 
additional long-term debt provide 
a solid foundation for growth. 
Boise Cascade is well positioned 
financially to weather the downturn 
in the economy projected for 1980. 
We have the financial flexibility 
needed to react to changing 
economic conditions and to take 
advantage of opportunities as they 
arise. That flexibility was 
demonstrated in late 1979 when 
we moved quickly to issue $150 
million of 9.90% unsecured notes, 
discounted to yield 10.10%, in the 
face of rapidly rising interest rates. 
The notes, which fall due in 1986, 
are callable at par after October 1, 
1983. During the first quarter 1979, 
we entered into an unsecured 
5-1/2-year term loan with an 
insurance company for $37.5 
million. The interest rate is 9-5/8%, 
and the loan is payable in three 
installments beginning in 1983. 
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The company still has a high 
degree of additional financing 
flexibility. Our debt-to-equity ratio 
at the end of 1979 was .49:1, and 
we had $400 million in bank credit 
agreements available. Of this 
amount, $50 million is in seasonal 
or short-term domestic borrowing 
arrangements. The remaining 
$350 million represents four 
unsecured revolving credit 
agreements which expire at 
various times between 1982 and 
1984. Of this amount, $285 million 
may be converted at expiration to 
term loans with two to three year 
maturities. 


Capital Program. We spent $486 
million during the first year of the 
company’s five-year (1979-1983), 
$2.3 billion capital program and 
expect to spend a similar amount 
in 1980. Like the 1974-1978 
program, in which we invested $1.2 
billion, this capital investment 
program is designed to improve 
and expand the company and 
demonstrates our continuing 
confidence in the basic strength of 
the businesses in which we 
operate. 

Funds for the 1979-1983 capital 
program are allocated to two 
major categories: $1,750 million, 
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or 76%, for projects to improve and 
expand the company’s businesses, 
and $550 million, or 24%, for 
projects necessary to keep existing 
facilities well-maintained, safe and 
environmentally sound. 

The following table sets forth 
information concerning 1979 
expenditures, including those for 


lease commitments and working 
capital associated with projects. 


Return on Investment. The 
company’s return on average 
shareholders’ equity has increased 
17% — to 15.7% in 1979 from the 
13.4% reported for 1973. Another 
important measure of investment 


Spending by Business 
1979 
(millions) 
Amount Percent 
MT ne ys Nels rake es be ns $284 58% 
Packagmag and-Onice PrOdUCtS 22... eee eee ee 31 6 
DY RO CMDLOCIUICIS ie Ceres es 4 ida o's. de Slee Paveodt. 44 9 
PeMCuACHEENALCTIONS iy tit it. iy ePeicav bile «Abi leceyese o@akocors 82 17 
ECA CNHENDCHANGS 4.0.5, svcdecaicringr sls oS x pcolounsecd aleve’ 2 38 8 
TUT 2 aoa Rly eR a a ch 2 
$486 100% 
Spending by Type of Investment 
1979 
(millions) 
Amount Percent 
EXDANSIONM TENT eo ee ot cee ee tee $261 54% 
Market maintenance 
(modernization and cost savings) ............... 72 15 
Fee imber.anddtimberlandss 28 wiaed sos cence Hal alors 38 8 
Necessary (environmental, safety andreplacement) .. TAD 23 
$486 100% 


Debt-to-Equity Ratio 


6:1 
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performance is return on total 
capital which was 10.8% for 1979, 
up 44% from the 7.5% realized in 
1973. Shareholders’ equity per 
common share increased to 
$44.09 during 1979, up 79% from 
the $24.57 at year-end 1973. 

Many of the benefits of our 
recently completed five-year 
(1974-1978) capital program are 
just now being realized, and most 
of the benefits of the present 
capital program are yet to come. 
Most of our major capital projects, 
such as the new paper machines 
being built in Rumford, Maine, and 
Wallula, Washington, have 
relatively long construction periods 
requiring significant capital outlays 
well in advance of the time when 
the projects begin to add to the 
company’s income. This time lag 
is also a characteristic of our 
investment in a new timber base 
and production facilities in North 
and South Carolina. 


Planning. After studying our 
businesses and markets 
extensively, we feel confident that 
many opportunities exist for us to 
further increase shareholder value. 
Our optimism for the years ahead 
stems from our past performance 
and from our substantial business 


fel 
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planning process which aims at 
capitalizing on our strengths. 

Our planning begins with an 
in-depth review of each of our 
businesses at the divisional level. 
This review is undertaken from 
time to time as required and forms 
the basis of a “strategic plan” for 
each business, which must be in 
place at all times and is altered 
only as fundamental changes in a 
business occur. 

Also, an annual planning 
process begins in May when an 
economic scenario is issued which 
represents top management's view 
of what national economic 
conditions will be over the coming 
five years. Based on this forecast, 
each of our divisions prepares a 
five-year “business plan” 
consistent with the overall strategy 
of the business. This plan is 
submitted for review and approval 
with an accompanying five-year 
“capital budget.” The divisions 
then prepare their five-year 
“income budgets” for review in 
November/December. The capital 
budget is finally approved after it is 
laid against a “financial plan” or 
downside view of the five-year 
income budget. During the 
succeeding year, progress against 
business plan goals is reviewed in 


detail by management, along with 
the continued validity of the 
strategic plans. 

The significant point about the 
company’s financial plan is that it 
is based on downward 
adjustments of the budgets 
prepared by our operating people. 
Since these adjustments are made 
for five consecutive years and 
factor in a variety of pessimistic 
events, the financial plan 
represents a conservative basis 
against which to plan our capital 
spending and requirements for 
financing. As a result, if the 
business environment should 
change materially from our 
forecast, we believe we will have 
the financial flexibility to continue 
with our business plan and capital 
program. 

The criterion underlying the 
analysis of the alternative 
investment and financial strategies 
at all stages of the planning 
process is the addition of value to 
our shareholders’ investments in 
Boise Cascade. We believe that 
shareholders want management to 
attempt to responsibly optimize the 
long-term return on their 
investment, consistent with a 
prudent level of risk. 


Return on 
Shareholders’ Equity* 


16% 
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extraordinary items. 
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To add value, each division must 
operate profitably, earning at least 
its cost of capital on incremental 


- investments. This “hurdle rate” for 


the division’s investments is 
determined based on the specific 
operating and financial 
characteristics of its business. 
Growth for its own sake is not an 
objective in our planning process. 
Nevertheless, based on our 
analysis and planning, we are 
confident that investment 
opportunities exist which will 
provide growth and add value for 
our shareholders. 


Dividends. The company 
increased the annualized rate of 
the dividend on its common stock 
from $1.25 to $1.50 in 1979. In 
February of 1980, the dividend was 
further increased to an annualized 
rate of $1.75 per share, the seventh 
consecutive year in which the rate 
has increased. Our dividend 
increases have also kept well 
ahead of the rate of inflation during 
that same period of time. We 
intend to continue to review our 
dividend rate annually because we 
believe the shareholder should 
participate in our expected 
substantial cash flow and values a 
pattern of increases. 


Return on Total Capital * 


12% 


*Before 
extraordinary items. 
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Voluntary Wage and Price 
Standards. The company believes 
that it is in compliance with the 
voluntary Federal wage and price 
guidelines which are part of the 
Administration's anti-inflation 
program. Compliance did not have 
a material effect on the company’s 
overall operations during 1979, 
and it is not expected to have a 
significant impact during 1980. 


Energy. The efficient use of energy 
is an increasingly important issue. 
We are confident that the energy 
conservation programs and fuel 
conversion projects put in place 
during the past few years will better 
position us to cope with increasing 
energy costs and possible energy 
curtailments. In 1979, the 
company obtained 52% of the 
energy for its manufacturing plants 
from renewable or self-generated 
energy resources (wood wastes, 
pulping liquors and hydroelectric 
power) up from 45% in 1972. 

In 1975 the company 
established a goal to reduce our 
use of purchased energy per unit 
of output 20 percent by year-end 
1980 compared with 1972. We 
achieved this goal a year early, at 
year-end 1979. In 1980 we will 
develop new energy saving goals 
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for our operations, extending the 
energy conservation program 
through 1985. 


Inflation. The company believes 
that its financial reporting should 
provide information which will help 
its management, shareholders, 
creditors and others better 
understand the impact inflation 
has had on its operations. To 
respond to this need, the company 
has prepared supplemental 
financial information adjusted for 
the impact of general inflation. 
This supplemental information, 
together with an explanation of 
how it was prepared and its 
relevance to the company, is 
presented on pages 51 through 56 
of this report. 

The accounting profession has 
been criticized in recent years for 
its inability to agree on an 
approach which will better 
measure and reflect the impact of 
inflation in historical financial 
statements. Recently, two methods 
were prescribed to deal with this 
problem. These methods, which 
are described in greater detail on 
pages 51 through 56 in this report, 
include a “constant dollar” 
approach, which adjusts financial 
information for the impacts of 
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general inflation, and a “current 
cost” approach, under which the 
data is adjusted for changes in 
specific prices to reflect the current 
cost of the resources used. 

The company believes that the 
constant dollar approach is the 
best technique yet devised to deal 
with the effects of inflation on 
financial statements. Not only are 
the techniques of constant dollar 
accounting well established and 
objective but, in our opinion, 
constant dollar accounting gets to 
the heart of the problem of 
inflation. Under traditional 
historical accounting, the 
purchasing power of a dollar of 
yesterday's costs is not recovered 
by a dollar of today’s revenues. 
However, reported operating 
results — and income taxes — are 
determined as though it were. By 
stating results in terms of a 
constant unit of measure, the 
trends of sales, earnings and taxes 
can be determined. 

This supplemental data 
highlights the “hidden” tax being 
borne by the company, which 
results from the fact that 
companies are not permitted to 
adjust deductions (for tax 
purposes) for the effects of 
inflation on the cost of goods sold, 
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depreciation or the cost of timber 
harvested. As a result, our effective 
tax rate increases with inflation, 
and the tax burden is often 
significantly greater than indicated 
by legislated rates. Some of the 
present tools management has to 
cope with this problem are the use 
of the last-in, first-out (LIFO) 
method of inventory valuation 
(which matches current costs with 
current revenues) and accelerated 
methods of depreciation. These 
methods are used by the company 
where appropriate. 

A review of the company’s 
supplementary data indicates that, 
although revenues were higher 
when restated in constant dollars, 
income from operations was lower 
than amounts reported in 
historical dollars. This was 
primarily because of higher 
depreciation charges resulting 
from the restatement of 
depreciable assets to current year 
dollars. However, the lower 
operating earnings were partially 
offset by the purchasing power 
gain from holding net monetary 
liabilities because liabilities can be 
paid with dollars of decreased 
purchasing power. Over the 
five-year period, the company 
achieved real growth in earnings. 


after eliminating the impact of 
inflation. The purchasing power of 
our invested capital increased, and 
shareholders’ equity per common 
share in constant 1979 dollars 
increased 24% to $68.71. Our 
funds provided from operations 
during this same period were 
sufficient to allow us to increase 
our dividend payment each year 
and still be able to internally fund 
the majority of a large capital 
expenditure program. This was 
accomplished in spite of the higher 
effective tax rate previously 
discussed. 

Supplemental disclosure of 
financial information can highlight 
the symptoms of the inflation 
problem, but that alone cannot 
solve it. Congress and other 
governmental agencies must 
control spending and exercise 
restraint in developing monetary 
and fiscal policies. Existing 
regulatory requirements also 
contribute to inflation by diverting 
assets, including human 
resources, to nonproductive uses 
and, therefore, must be critically 
reviewed if we are to make any 
significant progress toward 
controlling inflation. 


Closing Prices of Common Stock 


1979 1978 
Quarter High Low High Low 
1 $35-1/4 $27-1/8 $25-7/8 $22-1/2 
2 35-5/8 31-7/8 30-1/8 25 
3 38-7/8 34-1/4 33 25-1/4 
4 39-7/8 31-5/8 31-5/8 23-7/8 


The company’s common stock is traded principally on 
the New York Stock Exchange. 


Due to the small number of preferred shares outstand- 
ing, the company’s preferred stock was not actively 
traded in 1979 and 1978. The company paid a dividend 
of 75¢ per share on its preferred stock in each quarter 
of 1979 and 1978. 


Report of Management. The 
financial statements and related 
notes of Boise Cascade 
Corporation and consolidated 
subsidiaries which follow were 
prepared by management in 
conformity with generally accepted 
accounting principles appropriate 
in the circumstances. In preparing 
the financial statements, 
management has made 
judgments and estimates based on 
currently available information. 
Management is primarily 
responsible for all information and 
representations contained in the 
financial statements, and financial 
information contained elsewhere 
in this Annual Report is consistent 
with that in the financial 
statements. 

In fulfilling its responsibility for 
the reliability of the financial 
statements, management 
maintains a system of internal 
accounting controls. The system is 
designed to provide reasonable 
assurance that assets are 
safeguarded against loss or 
unauthorized use and that 
transactions are executed in 
accordance with management's 
authorization. Management 
recognizes that errors or 
irregularities may nevertheless 


Common Stock 


1979 1978 
Dividends Paid 
$ 3125 $ 275 
.375 B125 
.375 3125 
.375 3125 


occur. The concept of reasonable 
assurance is based on the 
recognition that the cost of an 
internal accounting control should 
not exceed the benefits expected 
to be derived. The system includes, 
among other things, written 
policies and procedures and the 
careful selection and training of 
our employees. Adherence to 
these policies as well as the 
functioning of the financial 
reporting system and the related 
internal accounting controls are 
monitored by a coordinated audit 
effort of the company’s internal 
audit staff and independent public 
accountants. 

The Audit Committee of the 
board of directors, which is 
composed solely of outside 
directors, meets periodically with 
management, the company’s 
internal audit staff and 
representatives of the company’s 
independent public accounting 
firm to assure that each group is 
carrying out its responsibilities. 
The Audit Committee reviews the 
scope of the internal and external 
audit activities and the results of 
the annual audit. Both the 
independent public accountants 
and the internal auditors have 
access to the Audit Committee, 
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Employee compensation 
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Depreciation and cost of 
company timber harvested 


Income taxes 


Earnings 


without the presence of 
management, to discuss the 
results of their examinations, the 
adequacy of internal accounting 
controls and the quality of financial 
reporting. 

The financial statements in this 
Annual Report have been 
examined by Arthur Andersen & 
Co., the company’s independent 
public accounting firm. Its 
responsibility is to apply generally 
accepted auditing standards, 
including a review of internal 
accounting controls and tests of 
transactions to the extent deemed 
necessary in the circumstances. 
The objective of applying these 
standards is to allow Arthur 
Andersen & Co. to express an 
opinion as to whether our financial 
statements, considered in their 
entirety, present fairly the 
company’s financial condition and 
operating results. 
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Summary of Operations* 


Sales 
Costs and expenses 
Income from operations 
Other income, net 
Interest expense 

Income taxes 
Income before extraordinary items 


Extraordinary items, net of taxes 
Net income 


Income per share 
Income before extraordinary items 
Extraordinary items 
Net income 


Average shares outstanding 
Cash dividends declared per 
common share 


Balance Sheets 

Assets 
Cash and short-term investments 
Receivables, net 
Inventories 
Other current assets 
Property and equipment, net 
Timber and timberlands 
Timber deposits 
Investments in joint ventures 
Realty assets 
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Foreign government notes, net of investment 


reserve 
Other assets 


Liabilities and Shareholders’ Equity 
Notes payable 
Current portion of long-term debt 
Income taxes payable 
Accounts payable and accrued liabilities 
Long-term debt, less current portion 
Realty liabilities 
Deferred income taxes (benefits) 
Minority interests in subsidiaries 
Other long-term liabilities 
Shareholders’ equity 
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1979 


$2,916,610 
2,685,050 
231,560 
31,830 
(40,560) 
(47,910) 
174,920 


$ 174,920 


$6.52 


$6.52 
26,809,450 


$1.50 


$ 42,315 
263,850 
377,897 

9,380 
1,257,432 
209,992 
12,995 
85,144 


50,052 
$2,309,057 


$ 24,936 
29;123 
2,328 
353,013 
571,661 


94,903 


54,693 
1,178,400 


1978 


$2,573,110 
2,342,510 


$1,458,050 
1,362,500 


$1,453,550 
1,287,335 


230,600 
22,850 
(37,830) 


95,020 
25,770 
(22,250) 
(35,180) 


166,217 
30,410 
(2i;2on) 
(71,730) 


26,999,066 


$1.25 


$ 63,692 
237,641 
341,087 

34,797 
976,146 
181,745 

14,807 

75,802 


56,230 


29,451,660 


$.6125 


$ 34,071 
140,077 
254,128 

7,724 
631,531 
117,694 

16,199 
81,129 
172,177 


29,486,733 


$.4375 


$ 92,672 
129,735 
240,849 
Gis 
534,190 
109,385 

11,993 
76,840 


328,406 
412,586 


63,633 


47,384 
1,058,397 


$ 25,676 
46,733 
898 
213,190 
386,082 
10,238 


(193) 


2,823 
17,636 
866,241 


$ 11,075 
44,777 
12,691 

203,117 
453,797 
9,991 
(16,836) 
5,069 
13,246 
821,934 


Year Ended December 31 
1977 1976 
(expressed in thousands) 

$2,315,780 $1,931,530 
2,089,760 1,777,780 
226,020 153,750 
8,530 30,280 
(38,130) (31,950) 
(80,810) (54,750) 
115,610 97,330 
— 3,500 

$ 115,610 $ 100,830 
$4.00 $3.30 

— 2 

$4.00 $3.42 
28,839,647 29,436,741 
$1.10 $.7625 

S$ 71,616. 5 105,286 
205,319 204,675 
332,384 303,903 
9,547 9,423 
830,706 738,342 
164,742 145,745 
16,603 17,562 
66,803 86,263 
48,288 62,049 
53,040 57,994 
$1,799,048 $1,731,242 
Sa 1045 82 ee lS 
25,083 23,853 
37,120 9,662 
263,891 241,899 
432,152 439,476 
11,676 12,348 
17,864 1,063 

— 2,853 

34,531 32,144 
959,088 945,371 
$1,799,048 $1,731,242 


*See Discussion and Analysis of the Summary of Operations beginning on page 57. 
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Balance Sheets 


Boise Cascade Corporation and Subsidiaries 


December 31 
Assets 1979 1978 


(expressed in thousands) 


Current 
Cash and'short-term investments (Note 6)iie fsa e Ning Ue eae nana una nei atolls Uneaten en eae $ 42,315 $ 63,692 
Receivables, less allowances of $3,545,000 and $2,224,000) ......0000 0200 00s ee 263,850 237,641 
Inventories (Note Ty ie ee) i eee) er ne RNa Peeler se Cale Ele Se a ee ee ea 377,897 341,087 
34 QTE ie eee ieee iS On a MERE A Cia ce TBO RTS 2 TU eT a a es 9,380 34,797 
693,442 677,217 
Property (Note 1) 
Property andiequipment eis iii digarglkiets tea ajalstalatlelnan stelle Relat ate Plait ai Mr Misia te ae Oe MT et a a 1,885,183 1,535,938 
Accumulated depreciation 22 iity ie eh a Nas aan Ee aa ira cant ae ee ee ea (627,751) (559,792) 
1,257,432 976,146 
Timberand timberlands (iy 3,. a) its ened ae SAU AS CORRS SOR Mie aie gaa en One vee 209,992 181,745 
Timbercdeposits. oie eM UR Ran a a Ga 12,995 14,807 


1,480,419 1,172,698 


Other 
Investments: in joint ventures. (Note! iis Sie OG Sa Ue a at ee ace: ct Ne 85,144 75,802 
Other assets i Gee juan dhe an Helga FUT ea nS LCR RUG MINT Pa vcr ae aed ae a ci We 50,052 56,230 


$2,309,057 $1,981,947 


Liabilities and Shareholders’ Equity 


December 31 


1979 


1978 


Current 
Ma OREN rat neem yn el Nera asi U MIU Ie Pall ae luatnalay a seoeCe ai delalialane Er std tele Li alhgstegtel abel wvuliin 
So EMME OHIO TENN GS OD) anys! ig ialisw i W ios) a aya ie ald clive hele iplgire ean uc te Lial dl Cuda ala gle cliel el tiesg 
GE So 2 Wels COIN BLS AE ae A AA LAU ae 
Petar ee APNE ANCAC CEC HADIIICS ere edt hana a tI Lach haa, Mal aR UT A id 


Penden dept. less current portion (Note 6)! sie ee eels ele NT a iG 


Other 
eM ACN LAXO SL INOLOYA)) Mo nace sie iiare a hal cliate aw Uli lalaliatralic igual vlninl Oible gis aecenia obanuie eudlatle eta aia 
Oe eS a via eB ESAS Ne ie ose (Cg es OE i ee Ye ne any eR URI NI? 


Shareholders’ equity (Note 9) 
ee erate OE eee Mey ANNO ett TUN HLT MAE 1g CCHS lier hia, abbey gcse da sem, all) da lade lepannice the 
(Te ace ial ata Vb Galea dees EN ae tA | VA a aS ea aU EO QOS nr MRD MRED at A Ue 
YES ahd nlve Gata Meee Foe ee RAE ra CRI Rea ella nS a a A AL Ne HHO 
(EE GEST GSN BiB fey BB LS ieee es OI LI i AE a a ae Sea ea PS | a a 
Rm AUER TAU OSt ay AU ure isis Ayia cic ify I MNO Qual aahis unlit tot ieclilla it a arak aE GHAI aH 


The accompanying notes are an integral part of these Financial Statements. 


(expressed in thousands) 


353,013 


409,400 


571,661 


94,903 


54,693 


149,596 


5,533 
66,504 
302,186 
804,177 


1,178,400 
$2,309,057 


$ 42,730 
28,811 
328,406 
399,947 


412,586 


63,633 
47,384 
111,017 


5,543 
67,516 
315,655 
669,718 
(35) 
1,058,397 
$1,981,947 


35 
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Statements of Income 


Boise Cascade Corporation and Subsidiaries 


Revenues 
Sales ee iiaie reas eae larih le CIR UIE EP aM ath TE AAR Ua ESQ UIE aa i uaa ov ei EAT UC in Obcoalg HOMME Ean 


Costs and expenses 
COST ORSAL]S 5 ie ib ue eee eee er eee ae ee A a ae ae ea 
Depreciation: and'cost'of company timber, harvested!) ise nya aineleleyaealle iia ey uautal alaeeai Mies MPa ioerarallat al 
Selling and administrative expenses i es Pet Ri RTS aD Lhe ite ats glee a ae eae aE 
Interestexpense (INOtE TE): icine ei). de eee Modal ane areata GL Saati sen oy sa Dae ctetet ceest emote eave Ne eae EE 


Income before income taxes and extraordinary iteMS ........ 0.0... cee eee ee eee ees 
Income: taxes (Note 2) ie ee eee a abel Ran ane eet UI MVR on el ana eae ed eae ea 
Income before extraordinary items: )\6 (2025 Coe eee ee ee Vahey na Taerelm (ata ene cola Raa 
Extraordinaryitems (Note 4) (ose ie er a ahi tai bu liatal/4 Shelia ba Wei SN eres 
eT INCOME eee ee ee eee eee ae eer eee MUD Oa eae OE MING a/uNet 4 Are ene | anaes wu tLenG ein une 


Per share (Note 1) 
Income: before extraordinary items se) 5) iaicg shoei neni tanec adenine Ue onite erage Meiers Tn) eee ete fay ecm eka 
Extraordinary items (Note: 4) cule Qi Neth a ane TP aN aa Ten ase ai 
NEtINCOME ei tie ee eee ti A Ne ee ean ee aR nh eC aan se Lee eee esa 


The accompanying notes are an integral part of these Financial Statements. 


Year Ended December 31 


1979 


1978 


(expressed in thousands) 


$2,916,610 
31,830 


2,948,440 


2,280,200 
108,990 
295,860 

40,560 


2,725,610 


$2,573,110 
22,850 
2,995,960 


1,996,530 
91,720 
254,260 
37,830 


2,380,340 


215,620 


79,920 


135,700 


(2,900) 
$ 132,800 


$5.02 
(.11) 


$4.91 


Statements of Changes in Financial Position 


Boise Cascade Corporation and Subsidiaries 


Year Ended December 31 


1979 


1978 


(expressed in thousands) 


Sources of Working Capital 


ere FPG cre MraOrcinany ieris Wun Mle ule Ui siaataiuiaiadh Wi Wuicrateacailuntls Wie bimedie shag wl $174,920 $135,700 
Items in income not affecting working capital 
Peoreciauonand cost.of company timber harvested). 3). 6 es ele les Ce illaies alcwie 108,990 91,720 
Pere er snc Onie tax PEOVISION (FHOLE 2) Me ite la die doeleis diela’s avele Soll ehatley i'd of onli sOot alot ipsh!te alta tecde eis 26,660 13,238 
Se NCEE SOL FOIL VEMUTCS (INOS) sie uiiesd ee: Uie ve: cy sie atin 41s lel pilala aie, lallaNel Bub ls tiga ele ae (19,658) (16,503) 
eMC RATIONS ear tocr nica MG UA GiMiuee mini ae ela Meh TUR dl G waite ROLLIN Lia Et 290,912 224,155 
See OMCIURAE UCNIIS TECE A SOLE A cen jaime ein oiled es csciel aia shelerwiu's iste Libiarahl bt ey aalaraieyorlei Wiad Ucofalvoyat — (2,900) 
eR CORO MGPECMCE OE. (rN UA iaie iteriiiare teary GPU all MMII UL e aT taliall a ee ata le Gh 222,420 27,439 
See eRe DeILVANG CQUIDINEME) luc niece Se clelagigle Se sl eiY era attra ed teal a Es OO ee PN 27,674 22,396 
ne TE CTC AGE FUNC CICTEC Ci LQKeS. li Vic) yay nla) Gla Ale ayelici al Se latayeicie cor alata up aiie iy. & im laltare (GARI islet la a 4,610 CE22.1) 
See ON ASGOLS(INOLOA) yi ai oiei Clair emi od ily clans eu MG i elaity 2% AMON) MRE OMCs Biltbl — 36,612 
Pee eis NOLAUECHMG INCOME (IIOLS 2) ul cela Salk dle Uigel eid sain leraleyaipr titan dele — 39,752 
Rees eCONVOC ITOIMN1 OME VETEUITOS (yc 4's sec) eal inte eyo wipe wa loleed 6 be lunlesleveeca eo leoqlala lee leslie. be 8,808 7,646 
eee erie IMOUler ONG -LErmn ADIOS | 2 leVide) slags > LN cola eG os'e ald lle reyes O-S ye olalel elel's lle cuelk lal 7,309 12,853 
OE nctlen StU Ae BRIER a Ae dvi tle aI) IE cu Ae ec Pg 4,237 (8,179) 
(oe pool bial yay NOV etg eta ta woret a tir | Man G aS EAE GN IE a Os wate nn UU SUES UREA 565,970 352,553 
Uses of Working Capital 
PME IS AO PEODOLLY ANGI CCUIDITIOTIG oi) ie ale 15 jelel sini'ei tiara iete'a pines ps wien iaisl e Mj eter edatibi a lala bile) Baile le, #laldueiie 402,760 243,285 
Peer res sor Uae And CIMDEr ARGS ss alain iG le ee ele ee eee a ae ee ee 37,743 26,160 
Pave tsicnid CUILENt POTION Of FONG-TELM GEDE iii.) ysis als seid ieee. esses eo bise's alee elelmere miata ginia wis » 63,352 46,908 
ee STIS CCI CO e CM Ro ui pie oe CO UUM ey UO ar ais aiizty) sala uj: bal at Bed sah a tha iat availeN th ol 40,461 34,024 
PSO COMMON SHOCK (I IOUE)O)) fi ii craereiluile (iw tcl sue aiieialin cualinie ee (ole UMM anoTN At LAM MC SAGER Ms ag eo). 14,882 3D 
PAN ISR On WOR KIRICE Capitan) LO i Mel Ca RIB IGeen Bie to (EB GC HAGH AMOR Maser NU nt a alata al oad 559,198 350,412 
Wee Te ase IN WOMAN Capital yk Wk tet irae WiC gTOOU We yan onic BL AAC Sk Ue lara $ 6,772 $ 2,141 
Changes in Working Capital 
Increase (decrease) in current assets 
Reel anc Shor CeMmmminVeStMents woo ee tule Nine age US ARINC ENE ty ae $ (21,377) $ (7,924) 
REC Loh SAB MUM NUT USSR eg CATA ANON ed a iene on het UME TRA SSH GLUE aA VE gS 26,209 SS ila Pas 
Beers anlar OV etches sy SLING oI Iya MOO eran Gna ET RR UGC SCL aS MA Maa RMS aie et 36,810 8,703 
MDa A a ci Ne aU SPU Ae LA SGC Re RL (25,417) 25,250 
16,225 58,351 
(Increase) decrease in current liabilities 
BLES Wa ote RM na Ate ec onreycUC Mee rd Sea Ng UG LES MUONS T Ft dy HNN ol Pau teller =) ae pe a Ad 17,794 (25,087) 
GOT Moron al nk et alte) ae Cilia age Wa) 5) AMT ten Mgr ORDA SE a MER i eosin eL nS agp ba NTA (312) (3,728) 
Bri OAC EARG SDR VARI ete aN, CaS aii lodehel iba bes ules 4! Ata a2 olleyal Bla aba bal ter eye nape aa’ ctio asia phy (2,328) 37,120 
WCCOUMS Davai and Gc Cried We GES ie sy sli le) ahaienlgcechl mete Boma ol penta pelietmloi iain ets ogi fed at (24,607) (64,515) 
(9,453) (56,210) 
RAG He se TANWOT RII CAPITAN! shonin ge eho a NUR a LEU Mae va aN ICN iA are, Rh $ 6,772 > 2,141 


The accompanying notes are an integral part of these Financial Statements. 
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Statements of Shareholders’ Equity 


Boise Cascade Corporation and Subsidiaries 


For the Years Ended December 31, 1978 and 1979 


Total 
Common Share- Additional 
Shares holders’ Preferred Common Paid-in Retained Treasury 
Outstanding Note 9 Equity Stock Stock Capital Earnings Stock 
(expressed in thousands) 
26,985,313 Balance at December 31, 1977 $ 959;088 $5,543 $67,463 $315,140 $570,942 $ mals 
NetinGOme nin Onesie SUI tis ats bathe 132,800 132,800 
Cash dividends declared 
COmMmManstock (iia aiians uicen ae (33,768) (33,768) 
Preferred stockist (256) (256) 
23,465 Stock options exercised ............ 568 59 509 
(1,346) Purchases of commonstock ....... (35) (35) 
(2,536) );) \Other transactions. cea aay (6) 6 
27,004,896 Balance at December 31, 1978 1,058,397 5,543 67/516 315,655 | 669° 7.16 (35) 
Met income: tal se ek ea ai ree 174,920 174,920 
Cash dividends declared 
Common stock) peas! aa ion aa (40,205) (40,205) 
Preferred stock jinn Vee oni i aa (256) (256) 
15,621. . Stock options exercised ............ 426 39 387 
(418,976) Purchases ofcommon stock ....... (14,882) (14,882) 
Treasury stock cancellations ........ (1,051) (13,866) 14,917 
136 Conversion of preferredstock ...... (10) 10 
26,601,677 Balance at December 31, 1979 $1,178,400 $5,533 $66,504 $302,186 $804,177 $ fast 


The accompanying notes are an integral part of these 


Financial Statements. 


Notes to Financial Statements 


Boise Cascade Corporation and Subsidiaries 


1. Summary of Significant Accounting Policies 


Consolidation. The financial statements include the accounts of the Company and all subsidiaries after elimination 
of intercompany balances and transactions. At December 31, 1979, the carrying amount of investments in 
consolidated subsidiaries exceeded underlying book value by $7,643,000. Substantially all of this amount is being 
amortized over periods of up to 30 years. 


Inventory Valuation. The Company uses the last-in, first-out (LIFO) method of inventory valuation for raw materials 
and finished goods inventories at its domestic wood products and paper manufacturing facilities. All other inventories 
are valued at the lower of average cost or market. Manufactured inventories include costs for material, labor and 
factory overhead. 


Other Income. “Other income, net” in the Statements of Income includes equity in earnings of joint ventures, gains 
or losses on the sale of property, foreign exchange gains or losses, interest income and other miscellaneous income 
and expense items. 


Net Income Per Share. Netincome per share has been computed on the basis of the average number of common 
shares outstanding during the periods, after deducting from net income the dividends on the preferred shares. Stock 
options, Series A preferred stock and shares issuable under the 1979 Performance Share Plan and 1979 Incentive 
Stock Plan are considered common stock equivalents, but their assumed conversion had no dilutive effect on net 
income per share. The average number of shares used in the computation was 26,809,450 for 1979 and 26,999,066 
for 1978. 


Property. Property and equipment are recorded at cost. Lease obligations for which the Company assumes 
substantially all the property rights and risks of ownership are capitalized. Improvements which increase the useful life 
of the property and replacements of major units of property are capitalized, and the replaced property is retired. 
Maintenance, repairs and minor replacements are expensed as incurred. 


Provisions for depreciation and amortization of property and equipment are computed on the units-of-production 
method at certain wood products and paper manufacturing facilities. Other facilities are depreciated on the 
straight-line method. The estimated service lives of the principal items of property and equipment range from 3 to 40 
years. 


The net book value of property sold or retired is removed from the asset and the related depreciation accounts, and the 
net gain or loss is included in income. Certain operations utilize composite depreciation methods; accordingly, there is 
no gain or loss recognized on partial sales or retirements. 


Interest is normally expensed as incurred, except when it is incurred in conjunction with major capital additions, and 
then it is capitalized as part of the asset cost. Interest capitalized on major capital additions is determined by applying 
current interest rates to the funds required to finance the construction. Interest of $12,981,000 and $2,106,000 was 
capitalized during 1979 and 1978, increasing earnings per share by 25¢ and 4€¢, respectively. The amortization of 
interest capitalized in prior years did not significantly affect income for the periods. 


Timber and timberlands are presented at cost, less the cost of company timber harvested. Cost of company timber 
harvested and amortization of logging roads are determined on the basis of timber removals at rates based on the 
estimated volume of recoverable timber and are credited to the respective asset accounts. 


Timber deposits are made on timber harvesting contracts with public and private sources from which the Company 
obtains a portion of its timber requirements. As of December 31, 1979, the Company had deposited $12,995,000 on 
timber harvesting contracts totaling approximately $270,214,000. Only the cash deposits and advances on these 
contracts are reflected because the Company generally does not incur a direct liability for, or ownership of, this timber 
until it has been harvested. 


Bo 
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Notes to Financial Statements _ 


Boise Cascade Corporation and Subsidiaries 


Foreign Operations. The accounts of foreign operations are translated to U.S. dollars at market rates of exchange as 
follows: cash and short-term investments, accounts receivable, receivables due beyond one year, current liabilities and 
long-term debt are translated at rates of exchange in effect at the balance sheet dates; income and expense accounts 
are translated at average exchange rates for the year, except for depreciation and amortization; and all other accounts 
are translated at historical exchange rates. Foreign exchange gains and losses were not material in 1979 or 1978. 


Start-up Costs. Preoperating costs incurred in conjunction with major new manufacturing facilities are capitalized 
during the period of construction and are amortized over periods ranging up to 15 years. Start-up costs in the amount 
of $715,000 were capitalized in 1979. No significant amounts of preoperating costs were capitalized in 1978. 
Preoperating costs capitalized have a remaining balance of approximately $4,311,000, of which $3,485,000 is related 
to costs incurred during the formation and start-up of Boise Southern Company, a joint venture (Note 3). Amortization 
of preoperating costs did not significantly affect income in 1979 or 1978. 


Research and Development Costs. Research and development costs are expensed as incurred. During 1979 and 
1978, research and development expenses were approximately $5,244,000 and $4,277,000, respectively. 


2. Income Taxes 


The Company provides income taxes for all items included in the Statements of Income, regardless of when such 
items are reported for tax purposes and when the taxes are actually paid. The investment tax credit is recognized 
currently as a reduction of income tax expense. The amounts recognized include approximately $11,778,000 of U.S. 
investment tax credit that will be carried forward and can be used to offset future taxes payable. The Company uses the 
progress expenditure method for taking investment tax credits on projects which will be under construction for more 
than two years. 


Income tax expense includes the following: 


Year Ended December 31 
1979 1978 
Federal State Foreign Total Total 
(expressed in thousands) 
Currentincaometaxes. (0) yin) SON a iene ea eco $11,721 $ 8,116 $1,413 $21,250 $66,682 
Deferred income taxes 4))s60 cee Es ne ae ie 2LOLy 2,670 2,073 26,660 13,238 
Total income tax expense ..............0000000- $33,638 $10,786 $3,486 $47,910 $79,920 


A reconciliation of the theoretical tax expense, assuming all United States and foreign income were taxed at the 
statutory U.S. Federal income tax rate, and the Company's actual tax expense is as follows: 


Year Ended December 31 

1979 1978 

Percentage Percentage 

of Pretax of Pretax 

Amount Income Amount Income 

(expressed in thousands, except percentages) 
Theoretical tax expense; Manes Meal si Nate a nrc ee $102,502 46.00% $103,498 48.00% 
Increases (decreases) in taxes resulting from 

Income:taxed at the:capital: qains rate. ies) cc2) vcike aikteale sine tok wid (22,568) (10.13) (11,349) (5.26) 
CESc investment tax credits (cs sie ili. ai eRe Oi Nel Ulan einai) ia (38,519) (17.29) (14,859) (6.89) 

00g CoH MG a eae STR Da NA oO RRS NRE IED EM OCR, DCEO IMSS NNN 6,495 2.92 2,630 1.22 


Actual tax expense (0a ia Ramesh nam a ice Ae na ea ts ag Oe $ 47,910 21.50% $ 79,920 37.07% 


Deferred income taxes result from timing differences in recognition of revenue and expense for tax and financial 
reporting purposes. The nature of these differences and the tax effect of each were as follows: 


Year Ended December 31 
1979 1978 
(expressed in thousands) 
eae ciation less than tax Cepreciation: 6). oN loid Ubi y were savajad e balaelgalsie ed ale wine # ulel $24,672 $14,246 
enn Ee SEO TIOL Ol AUNOTUZAuOINh 1 c's, is suche oc diag saiceth ou Mis) Glcleiiyclls a laiialeyullonces Co whe Mh Sib ND OH 8,310 (320) 
Decrease in tax basis of inventories 
eae ART UMIOE Cea FAMIAS oii cs By alec ral n(Gi fare ulna Wide nis Shaan Gods Wid Mle Sissel ides aoaie abestaate lara mae 61 1,520 
Ca Bot SOAS A Ue al Sco ha A SM et eC A HP ARE one (6,375) (2,208) 
ERC SEED TOVISIO een ee eee ae ied aaa welie $26,660 $13,238 


For the year ended December 31, 1978, the Company recognized $39,752,000 of tax benefits from the completion of 
the liquidation of the realty business and from other previously discontinued businesses. 


The Company has undistributed earnings of approximately $102,813,000 from certain of its foreign subsidiaries. U.S. 
income taxes, net of allowable foreign income tax credits, have been provided on $9,404,000 of the undistributed 
earnings. U.S. income taxes have not been provided on $93,409,000 of the undistributed earnings of Canadian 
subsidiaries because the Company has reinvested or plans to reinvest those earnings in Canada. 


The Company’s Federal income tax returns have been examined through 1975, and certain deficiencies have been 
proposed. The amount of deficiencies, if any, which may result upon settlement of these years cannot be determined at 
this time, but the Company believes that it has sufficient reserves to cover any such deficiencies. 


3. Investments in Joint Ventures 


The Company, through a wholly owned subsidiary, has a 50% interest in an unincorporated joint venture, Boise 
Southern Company, which is engaged in the paper manufacturing and wood products businesses in Louisiana and 
Texas. Long-term financing of the original De Ridder, Louisiana, paper mill facilities was provided directly to Boise 
Southern by outside sources under a sale and lease-back agreement. The Company has guaranteed 50% of the lease 
payments for these facilities. These payments approximate $8,210,000 annually through 1993. In addition, the 
Company has guaranteed annual lease payments of approximately $2,468,000 through 1991 for certain timberlands 
leased by Boise Southern and has an indemnification agreement with the co-venturer, Southern Forest Products, Inc., 
and its parent, Southern Natural Resources, Inc., for 50% of this guarantee. The Company is obligated to purchase a 
substantial amount of the De Ridder paperboard production and half of its newsprint production. 


The Company, through another wholly owned subsidiary, has a 50% interest in Duropack Neusiedler-Wiener Wellpappe 
Gesellschaft mbH, a company engaged in the corrugated container business in Austria. 


The Company has management contracts with Boise Southern and Duropack. The Company received $1,081,000 of 
management fees and sales service fees and reimbursement of $20,290,000 of management expenses in 1979. The 
Company had total sales of $1,014,000 to the joint ventures and had total purchases of $113,378,000 from them for 
the year ended December 31, 1979. At December 31, 1979, the Company had receivables from the joint ventures 
amounting to $1,424,000 and payables to them totaling $8,560,000. 
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Notes to Financial Statements 


Boise Cascade Corporation and Subsidiaries 


Summary of Operating Results of Joint Ventures 


REVEMUES FM CMe RHO ILI a Ha Ey eHea ea gn ee eer na a eee ea 
COSTS: ANGEXDEMSES WGA intact, Meal a VON ULE SURG a Te Un Av aati) vn 


Depreciation, depletion and cost 


of company timber harvested int Ce ee a 
INTEFESE EXPENSE Pe ere (Ee MUM eA Me vues aaar at gr a 
INCOME TAX|S Uae aia UC MCh ier unl ANTR sy AUG Oy ACTA en ae ean 


NeEtinGo me eee Eats. HTL HOSS SRR oa PSHIRET Maat UA ast Oy aT an REE 


Summary of Financial Condition of Joint Ventures 


Assets 


Current assetsiiiiei son cee OE NU NS WA en ie aCe en 
Property and equipmentimet i eee ay i oan ae aie) ae 
Timberand timberlands wise ei oh Dre ec Doe aE Cae 
TSM ASSOLE ere i nN CSS CSE UM aR eo a aU 


Liabilities and Equity 
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Boise Cascade Investment) iii on se a TOD See ie eee a Onur eae 


Boise 
Southern 


$199,811 
149,086 


11,985 
4,308 


$ 34,432 
Sie 21/ 


Boise 
Southern 


$ 42,068 
202,701 
70,605 


39,734 


$355,108 


91 /33,072 
166,370 
2,714 
152) 152 
$355,108 
$ 76,076 


$ 80,087 


Year Ended December 31 
1979 
Duropack = Combined 
(expressed in thousands) 
$40,401 $240,212 
31,946 181,032 
894 12,879 
166 4,474 
PSUS) pair asy 
$4,882) > 39.314 
$ 2,441 $ 19,658 


December 31 


1979 

Duropack Combined 
(expressed in thousands) 

$14,961 $ 57,029 
5;703 208,464 
— 70,605 
144 39,878 
$20,868 $375,976 
$10,682 $ 44,554 
72 166,442 
— 2,714 
10,114 162,266 
$20,868 $375,976 
$ 5,057 $ 81,133 
$ 5,057 $ 85,144 


1978 


Combined 


$216,804 
155,128 


18,827 
5,971 
2,802 

$ 34,076 


$ 16,503 


1978 


Combined 


$ 46,191 
LiG; 772 
71,094 
39,836 


$273,893 


$ 34,024 
94,286 
2,881 
142,702 


$273,893 
Soe 
$ 75,802 


The difference between the Company's investment and the Company's equity in joint ventures arises primarily because 
the cost exceeded the underlying book value of these investments by $4,011,000 at December 31, 1979, and by 
$4,451,000 at December 31, 1978. Of the difference at December 31, 1979, $3,485,000 is attributable to costs 
incurred in the formation and start-up of Boise Southern. These costs are being amortized on a straight-line basis over 


a 15-year period. 


4. Extraordinary Items 


During 1978, the Company made provisions principally for settlement of private class action antitrust lawsuits 

involving its corrugated container and fine paper operations. After taxes of $11,000,000, the court-approved 

settlements resulted in an extraordinary charge of $14,900,000, representing 55¢ per share. Also, during December 

1978, the Company completed the liquidation of its remaining realty business. The remaining unused portions of 

reserves established in prior years to provide for losses incurred during the liquidation were returned to income in the 

form of an extraordinary gain of $12,000,000, representing 44¢ per share. 43 


5. Leases 


The Company has incurred rental expenses, net of sublease rentals, for operating and month-to-month leases, 
excluding timber leases, amounting to $16,643,000 in 1979 and $15,214,000 in 1978. 


The Company has various operating leases with remaining terms of more than one year. These leases have minimum 
lease payment requirements, net of sublease rentals, of $6,798,000 for 1980, $5,311,000 for 1981, $4,016,000 for 
1982, $3,270,000 for 1983, $2,729,000 for 1984, with total payments thereafter of $16,915,000. 


Substantially all lease agreements have fixed payment terms based upon the lapse of time. Certain lease agreements 
provide the Company with the option to purchase the leased property at the end of the lease term. Additionally, certain 
lease agreements contain renewal options ranging from 1 to 45 years, with fixed payment terms similar to the original 
lease agreements. 


6. Notes Payable and Long-term Debt 


The Company has total short-term lines of credit aggregating $59,600,000. Of this amount, $50,000,000 are domestic 
lines of credit with interest at the prime rate, all of which were unused as of December 31, 1979. The domestic lines 
require compensating balances equivalent to 10% of commitments whether drawn or not. The average amount of 
compensating balances maintained during 1979 was approximately $5,000,000. Commitments by lenders to foreign 
operations total approximately $9,600,000, of which $7,800,000 was unused at December 31, 1979. 


The Company had $22,930,000 of commercial paper, net of interest, outstanding at December 31, 1979. The 
long-term credit agreements discussed below support the commercial paper issued by the Company. 


During 1979, the Company's average aggregate short-term notes payable were °70,461,000, and at no month-end 
during the period did the short-term notes payable exceed $109,021,000. The weighted average interest rate on 
short-term notes payable was 10.4%. During 1978, the Company’s average aggregate short-term notes payable were 
$21,636,000, and at no month-end during the period did the short-term notes payable exceed $42,730,000. The 
weighted average interest rate on short-term notes payable was 8.0%. 


At December 31, 1979, the Company had four unsecured revolving credit agreements, allowing the Company to 
borrow up to $350,000,000. The interest rates for these agreements will range from 1% below to 1-1/2% in excess of 
the prime interest rate. The revolving periods expire at various times between 1982 and 1984, and $285,000,000 may 
be converted to term loans with two to three year maturities. During the third quarter of 1979, the Company borrowed 
$25,000,000 under one of these agreements, all of which was subsequently retired during the fourth quarter of 1979. 
Each of the revolving credit agreements requires a commitment fee to be paid on the unused portion during the 
revolving period. Compensating balances are not required under these-agreements, and no borrowings were 
outstanding at December 31, 1979. 


In 1979, the Company issued $150,000,000 of 9.90% unsecured notes due October 1, 1986, at a price of 99% of face 
value to yield 10.10% to maturity. Interest on the notes is payable semiannually on April 1 and October 1 of each year, 
commencing April 1, 1980. The notes are noncallable prior to 1983, and are callable thereafter at par plus accrued 
interest. 


During 1979, the Company also entered into an unsecured five and one-half year term loan with an insurance 
company for $37,500,000. The interest rate on the loan is 9-5/8%, and the loan is payable in three equal installments, 
commencing in 1983. 
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Long-term debt consists of the following: 
December 31 


1979 1978 
(expressed in thousands) 


Notes payable to insurance companies, banks and other financial institutions, 
with interest rates averaging 9.10% and 8.88%, due in varying 


amounts annually through POO hair aU eIR As Aco SERA eo einai eta SUNT te $265,443 $250,524 
9.90% unsecured notes,.due in 1966 wits oui saat elise iz in ss) der sie cetel ibs ecm Rene RC Neti nanny rate 148,594 — 
American & Foreign Power Company Inc. 
4.80% Debentures, subordinated to other long-term debt, due in 1987* ..,.................. 38,757 38: 75% 
500%: Debentures, GueiniZOS Oy ie yates Maem est eUie ETS Wes Si cai Bora Bt meta ar ar od a 43,652 43,581 
Revenue bonds, with interest rates averaging 7.34% and 7.39%, due 
in varying amounts annually through ZO0B i ei. ci cyetcihe scrim alaneitaetanech aes man atieDsttanali ea eee a 75,608 76,414 
Subordinated notes i iain Sh ALi) STAIR Shia eter Oe ae ed ea aCe eee St a — 6,400 
Other long-term debt, with interest rates averaging 8.30% and 7.83%, due 
in varying’amounts annually throtugh 1996 ii)o ii Ones eae pe belre a te Cre sm eeera veRsa e eteee as 28,730 25,te 
600,784 441,397 
LeSs CUIFENT POTEOM ie ey ee ee aia eile ik aN ee eH 0 100) ato rte ee eee eee ea me 29,123 28,811 
$571,661 $412,586 


*The Company holds $10,189,000 of American & Foreign Power Company Inc. 4.80% debentures. This amount is adequate to satisfy the 
remaining sinking fund requirements of the indenture. The amount of debentures shown above is net of the debentures held by the Company. 


The scheduled payments of long-term debt are $29,123,000 in 1980, $24,871,000 in 1981, $23,133,000 in 1982, 
$33,792,000 in 1983, $45,535,000 in 1984 and a total of $444,330,000 payable in varying amounts annually 
thereafter through 2030. 


The Company’s loan agreements contain covenants and restrictions, none of which are expected to significantly affect 
its operations. 


7. Litigation and Legal Matters 


The Company is a defendant in a number of civil, non-class action antitrust suits involving its plywood, corrugated 
container and paper operations. During 1979, the Company responded to a U.S. Department of Justice civil 
investigative demand relating to newsprint, and it is currently challenging in U.S. District Court the propriety of another 
1979 civil investigative demand relating to its linerboard and corrugating medium operations. 


The Company is involved in other litigation primarily arising in the normal course of its business. In the opinion of 
management, the Company's recovery, if any, or the Company's liability, if any, under any pending litigation, including 
that described in the preceding paragraph, would not materially affect its financial condition or operations. 


The Company and its majority owned subsidiary, Cuban Electric Company, have claims of $279,300,000 plus interest 
at 6% from 1960 against the Government of Cuba certified by the U.S. Foreign Claims Settlement Commission. These 
claims cannot be reflected in the Company's assets until agreement, if any, is reached with Cuba on their payment and 
the rights of Cuban Electric’s creditors have been determined. 


During 1979, the United States and the People’s Republic of China reached an agreement on settlement of all 
American claims ($197,000,000 in the aggregate plus interest of 6% from 1950) through payment by the People’s 
Republic of $80,500,000 over five years, $30,000,000 of which was paid in 1979 and the balance to be received in 
equal installments through 1984. The claims of Shanghai Power Company and another majority owned subsidiary of 
the Company against the People’s Republic aggregating $55,600,000 plus interest of 6% from 1950 were part of this 


settlement. If remaining payments are distributed to American claimants on a pro rata basis pursuant to current 

law, as was the 1979 payment, the Company’s subsidiaries should ultimately receive a total of $21,000,000 for its claim. 

In addition, Shanghai Power has other assets of approximately $5,000,000 as a result of compensation paid to it for 

damage suffered by its properties during World War II. Shanghai Power has settled litigation brought by it in 1972 

seeking to determine the respective rights of various Shanghai Power security holders. Under the settlement approved 

by the court in February 1980, Shanghai Power’s 6 tael preferred stockholders, certain debenture holders, and their 
representatives may receive up to $8,000,000. The Company's approximately 80% interest in these subsidiaries is not 

now reflected in the Company's assets. These subsidiaries will be dissolved as soon as reasonably practicable. 45 


8. Retirement Plans and Savings Plan 


The Company has pension plans covering 33,588 of its 35,491 North American employees. In general, the plans are 
defined benefit plans which specify a determinable pension benefit. The plans are administered by the Company or 
trustees. 


The Company’s consulting actuaries calculate the annual pension expense and plan liabilities based on actuarial 
assumptions which are in conformity with general industry practice. Total pension expense, including amortization of 
unfunded liabilities, was $40,218,000 in 1979, representing 6.5% of total payroll. This compares with $34,518,000 or 
6.1% in 1978. The unfunded liabilities are amortized over periods ranging from 15 to 20 years. 


The actuarially computed value of vested benefits at December 31, 1979, exceeded the total pension fund assets of 
$274,000,000 at market value by approximately $58,000,000. Unfunded liabilities as of December 31, 1979, were 
$235,000,000. 


Approximately 1,083 employees who are not included in the above pension plans are covered by multi-employer 
pension plans which are administered wholly by or jointly with various labor unions or the Railroad Retirement Board. 
These plans, which are not considered Company pension plans, are defined benefit plans to which the Company 
makes contributions based on a fixed amount per hour for each employee as specified in the labor agreements. 
Contributions to these plans totaled $1,230,000 in 1979, compared with $1,169,000 in 1978. 


An investment savings plan is available to substantially all salaried employees. The Company’s contribution to the 
investment savings plan was $3,627,000 for 1979, compared with $3,295,000 for 1978. 


9. Shareholders’ Equity 


Preferred Stock. At December 31, 1979, there were 85,124 Series A shares outstanding of the 10,000,000 shares 
authorized. Each share of the Series A stock is without par value and is entitled to one vote and an annual dividend of 
$3.00 (cumulative). Each share is convertible at any time to .85 share of common stock, is entitled to a preference of 
$65.00 in liquidation and is callable at $65.00. During 1979, 160 preferred shares were converted to 136 shares of 
common stock. The unissued preferred shares may be issued with such voting rights, dividend rates, conversion 
privileges, sinking fund requirements and redemption prices as the board of directors may determine, without action 
by the shareholders. 


Common Stock. At December 31, 1979, there were 50,000,000 shares ($2.50 par value) authorized and 26,601,677 
shares issued and outstanding. Of the unissued shares, a total of 1,160,458 shares were reserved for the following: 
72,267 shares for conversion of Series A preferred stock; 468,191 shares for issuance under the 1975 stock option 
plan; 500,000 shares for the 1979 Performance Share Plan; and 120,000 shares for the 1979 Incentive Stock Plan. 


During 1979, the Company issued 15,621 shares at prices ranging from $11.00 to $32.13 per share under its stock 
option plan, compared with 23,465 shares issued at prices ranging from $9.88 to $13.00 per share during 1978. Stock 
options for 1,000 shares at a price of $23.88 were granted during 1978. At December 31, 1979, options were 
outstanding for 468,191 shares at prices ranging from $9.88 to $32.13, of which 354,929 shares were exercisable, with 
the balance exercisable at various times through 1988. 
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During 1979, a Performance Share Plan and an Incentive Stock Plan were adopted for executive officers and key 
employees. These plans replace the Company’s stock option plan, and no further options will be granted under the 
option plan. Shares reserved for unissued stock options were transferred to the Performance Plan. The Company 
reserved 500,000 and 120,000 shares, respectively, of its common stock for issuance under these programs. Generally, 
payments under the Performance Plan are tied directly to the Company’s ability to perform successfully over five-year 
periods of time (compared to its key competitors as defined in the Performance Plan) and to the increase in the value 
of the Company’s stock. Payments pursuant to the Incentive Plan are based on the increase in the value of the 
Company's stock over five-year periods. Payments under these plans will normally be made in equal portions of cash 
and common stock. During 1979, the Company awarded 85,250 performance shares and 29,420 incentive shares. 
The expense related to these plans in 1979 was $736,000. 


In 1978, the Company announced a program for the purchase in the open market of up to 1,000,000 shares of its 
common stock. As of December 31, 1979, the Company had purchased and canceled 420,322 shares of its common 


stock under this program. The canceled shares were restored to authorized but unissued shares. 


Retained Earnings. 


payment of dividends pursuant to the terms of certain loan agreements. 


10. Segment Information 


The Company is an integrated forest products company. It is engaged principally in the manufacture, distribution and 
sale of paper, packaging and office products, wood products and building materials, and in the growing and harvesting 
of timber to support these operations. Its manufacturing and distribution facilities and its timberlands are located 
primarily in the United States and Canada. The Company is a participant in joint ventures in connection with certain of 
its businesses. Other operations consist of information services, leasing, transportation and insurance operations 
which primarily support other operating units of the Company. 


An analysis of the Company’s operations by segment is as follows: 


Year Ended December 31, 1979 


Paper iiccitacsie wie Wari Ri eMail aul 
Packaging and 
office products 
Wood) products tieitatie alta oh 
Building materials .......... 
Other operations! \))00... 22. 


Total 


Intersegment eliminations ... 
Change in intersegment 
profitin inventories ....... 
Equity in joint ventures ...... 
Timber, timberlands and 
timber-deposits Ac sisiae. |. 
Corporate administration .... 
Interestexpenseii suri see: 
Income taxes. icc. 1 seat ate ee 


Trade 


Sales 


$ 853,456 


799,935 
506,343 
793,917 

3.359 


2,916,610 


$2,916,610 


Inter- 
segment 
Sales 


$ 34,361 


4,191 
190,901 
pot 
38,799 
268,803 
(268,803) 


Total 
Sales 


Income 


Depreciation 
and Cost of 


Company 
Timber 


Harvested 


(expressed in thousands) 


$ 887,817 


763,726 
697,244 
794,468 

42,158 


3,185,413 


(268,803) 


$2,916,610 


$143,269 


51,565 
61,142 
22,926 

3,091 


281,993 


2,903 
19,658 


(40,824) 
(40,560) 
(47,910) 
$174,920 


$ 53,433 


12,827 
29,446 
6,310 
510 


107,772 


1,218 


$108,990 


Capital 
Expend- 
itures* 


$279,422 


22,361 
43,460 
49,560 

5,678 


400,481 


37,743 
2,279 


$440,503 


At December 31, 1979, 200,793,000 of the Company's retained earnings was available for the 


Assets 


$ 980,427 


306,021 
317,670 
271,080 
58,239 
1,933,437 
(20,843) 


85,144 


222,987 
88,332 


$2,309,057 


Depreciation 


and Cost of 
Inter- Company Capital 
Trade segment Total Timber Expend- 
Sales Sales Sales Income Harvested itures* Assets 

Year Ended December 31, 1978 el aes) 
PARR elo Ncici's Sith eias'eaie pe $ 671,643 $ 23,414 $ 695,057 $ 90,921 $ 43,135 $150,687 $ 708,003 
Packaging and 

Omce products. |)... (5). )4 4) 653,289 2)/2¢ 656,016 36,323 11,627. 23,306 283,837 
WOOGDFOCUCtS 25303.) 5c ic oie elas 497,106 201,610 698,716 100,613 26,586 32,147 317,880 
Building materials .......... 749,321 229 749,550 40,988 4,708 29,259 215,924 
Other operations ........... Levi 33,745 35,496 4,007 4,661 6,703 46,636 

(L521 Ee SU AE A 2,573,110 261,725. | 2,834,835 272,852 90,717 242,102 1,572,280 
Intersegment eliminations ... — (261,725) (261,725) — — — (20,633) 
Change in intersegment 

profitin inventories ....... — — — (1,571) — — — 
Equity in joint ventures ...... -— — — 16,503 — — 75,802 
Timber, timberlands and 

timber deposits)... ... 4... tat aes ee = ce 26,160 196,552 
Corporate administration .... — — — (34,334) 1,003 ies 157,946 
Interest expense |)... 6). — — — (37,830) — — — 
TAGGING TAKES ek oie die Btls — —_ — (79,920) — — _ 
Extraordinary items)... .:...'. —_— mas — (2,900) — — — 

Consolidated totals ....... $2,573,110 $ ME PMNS ES ANH @ $132,800 $ 91,720 $269,445 $1,981,947 
Year Ended December 31, 1977 
PARMAR ai istetesc araialteles 6 $ 692,468 $ 35,400 $ 727,868 $115,487 $ 42,389 $ 83,750 $ 630,609 
Packaging and 

Olice Products... 5)... 2, 563,179 2,974 566,153 31,843 10,647 18,640 251,469 
VOCE DEOGUCTSy: Winayu Mig. iy 3 449,674 188,316 637,990 73,248 23,047 43,626 325,803 
uldmg materials’... ..4....2). 608,853 457 609,310 35,583 3,412 12,783 163,708 
Other operations ........... 1,606 29,933 31,539 2,591 3,814 4,637 38,146 

MOPS IU Ne WAM LP RN miei Sak PMG UST es\0) 25 70008))"\2,072,060 290; 102 83,309 163,436 1,409,735 
Intersegment eliminations . oo (257,080) (257,080) — — — (21,583) 
Change in intersegment 

profitin inventories ....... — — — 909 — — —_ 
Equity in joint ventures ...... co — — 9,624 a — 66,803 
Timber, timberlands and 

tinaber deposits!) jue.s 4. a — oo — — 24,375 181,345 
Corporate administration .. — — — (34,735) 961 841 162,748 
Interestexpense ........... — — — (38,130) — — — 
THEOME TAXES nisi esecae wiselaiaians — acts oa (80,810) — — — 

Consolidatedtotals ....... $2,315,780 $ Se UROL CoO $115,610 $ 84,270 $188,652 $1,799,048 


*Capital expenditures do not include $45,982,000, $30,526,000 and $45,579,000 of lease commitments, working capital and other items 
associated with 1979, 1978 and 1977 projects, respectively. Of the 1979 amount, $19,267,000 resulted from the working capital purchased with 


the 60 building materials distribution facilities acquired from Lone Star Industries, Inc. 


a 
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An analysis of operations by geographic area is as follows: 


Sales 
Between 
Trade Geographic Total 
Sales Areas Sales Income Assets 

Year Ended December 31, 1979 bia reg ale ee) 
Cinited States iin same es a Tene saree aaa ee $2,690,587 2) 4.509 $2,694,962 $265,634 $1,670,723 
Ge) gs 0 Fe LMU MNES UR RACIAL eR BSI ogg 206,095 19,035 225,130 16,165 236,228 
Other foreign ines ares aC Ea nea 19,928 5,344 Zone 194 26,623 

otal Cee bi mes UCR TA eee aa 2,916,610 28,754 2,945,364 281,993 1,933,574 
Elimination esr (o oii (trance a gaa Man Gea a — (28,754) (28,754) — (19,495) 
Change in intersegment 

profitin inventories (Uso son vinnle — — — 2,063 — 
Equity in joint Ventures) sian sestbinar end oe as be wes 19,658 85,144 
Timber, timberlands and 

timber deposits 0c he okie ke ean Onn. — — — — 222,987 
Corporate administration ............... — — — (40,824) 86,847 
Interestiexpense ii. cy Ae oe uci a ane — cae — (40,560) — 
Income taxes Oa Sree as — — _ (47,910) mE 

Consolidated totals yee sane $2,916,610 $ — $2,916,610 $174,920 $2,309,057 
Year Ended December 31, 1978 
Cinited States) era cal ei Manu aaa eahan ona $2,387,427 $ 9,160 $2,396,587 $274,606 $1,341,946 
Gamaday ies Ginessin Wau aleceta na iia eae Reta alan 167,248 13,073 180,321 3,564 204,982 
Otherforeign: lang ses eos aa erate 18,435 3,416 21,851 (5,318) 18,669 

MOGAD UAE UR Tech Mira anna nes bi ae Pee ar a 21S 0 25,649 2,598,759 272,852 1,565,597 
Elimination (oi. cirri: ce eema ben due rate he Oe — (25,649) (25,649) — (13,950) 
Change in intersegment 

DIOntimINventonies ee ey ee eee _ — — (1541) — 
Equity in joint veritures ) 200). ere kas — — —- 16,503 75,802 
Timber, timberlands and 

tinmber deposits. pois chika cnn — — — — 196,552 
Corporate.administration | 4..).))0 Pe wees oe _ —_ — (34,334) 157,946 
Interest.expense: yes ee iw ae arn ete — a — (37,830) — 
INCOME FAXES ie AAC eG case aan RIe — — — (79,920) — 
Extraordinary items) | iii ecatelels care aenaanue ee oo os! — (2,900) — 

Consolidated totals jig sia Para eae $2,573,110 $ — $2,573,110 $132,800 $1,981,947 
Year Ended December 31, 1977 
Cinited States! yoni is Di ae a $2,101,845 $ 8,529 $2,110,374 $241,901 $1,168,769 
Lio Vee Fe Wap an RAINE ER HS ONLIN Uhh tea ey Ui 153,748 12,259 166,007 14,296 193,345 
Other foreign ss). scshy hod) ein anieeiaca siete 60,187 3,662 63,849 2,.)0> 44,843 

CEO | fthevyat a MERC ieee ce pe naety Cb Ha GEE 2,315,780 24,450 2,340,230 258,752 1,406,957 
Elimination: i cece) dinien elie ttre, Bubt neuen ab! — (24,450) (24,450) —_— (18,805) 
Change in intersegment 

Profilin INVENTOTIES | HH es ci and nes — — — 909 — 
Equity in jointventures ................. a a 9,624 66,803 
Timber, timberlands and 

fimben deposits): (Wena daira aioe — — — — 181,345 
Corporate administration) ...........4%.. — —- — (34,735) 162,748 
Interest Expense |i oiinc ae aetgiial lie Maan tia, a os fava (38,130) — 
InGomertaxes ie musien see ie whan alte ect tae = = — (80,810) a 

Consolidated totals: Paiwicice re sul tia $2,315,780 $ — $2,315,780 $115,610 $1,799,048 


Summary of Significant Segment Accounting Policies. Intersegment sales are recorded primarily at market 
prices. Corporate assets are primarily cash and short-term investments, prepaid expenses, certain receivables and 
property and equipment. 


The Company's timber-related assets and capital expenditures have not been allocated to the various segments 
because the standing timber and timberlands are not used in the actual operations of the various business segments. 
The specific identification of timber-related assets with any one segment would be arbitrary. The timber that has been 
harvested and transferred as logs or pulpwood to the paper and wood products manufacturing segments has been 
included, at cost, in the operating results of the segments. 


The “Other foreign” caption in the analysis of operations by geographic area for 1979 includes results for operations 
located in France, West Germany and Bermuda. Results for 1977 and 1978 include these operations plus operations in 
Singapore, the Philippines, Colombia and Guatemala. These latter operations were either closed or sold in 1978, and 
losses on the dispositions were the primary cause of the 1978 operating loss. 


No single customer accounts for 10% of consolidated trade sales, and export sales to foreign unaffiliated customers are 
immaterial to total trade sales. 


11. Quarterly Results of Operations (Gnaudited) 


The results of operations by quarter are as follows: 
Income Before 


Net Sales Gross Profit Income Taxes Income Per Share 
1979 1978 1979 1978 1979 1978 1979 1978 1979 1978 


(expressed in millions, except per share amounts) 


eee te OU oh cd i GW bid. allaves ee ete oe $ 635 $ 586 $112 $111 $ 47 $ 49 BD OO = ea A 
RENIN I SA'S a mtg eats) IM,» @uatits o3 694 146 140 71 68 54 40 2.01 1.48 
TESOY Se EN 02] S410), SOA A aera a ea Re PAD Ar 665 139 120 60 52 50 32 1.88 L138 
Be ec bk es Pe eOes ISOs NTA ASA SGU SE 136) 1/35 
Sot7 eer ebe7).| Sans, e228) S206) 178) 136 | 652) 5.02 
Extraordinary items .............. SU ieeorel a en S) NCEE) 
PSEC ORIG Was se ites ak aislaleeea ce ae 17.5) 3.133 $6.52 $4.91 


The following information describes by quarter the material unusual or infrequent events that occurred during 1979 
and 1978. 


First Quarter. The seven-month strike at the Company's Pacific Northwest pulp and paper mills was settled during 
the first quarter of 1979, and two of the Company's Canadian mills were nearing full production after being curtailed for 
several months because of strikes. Strikes accounted for about 108,000 tons of lost pulp and paper production during 
the first quarter of 1979. 


Third Quarter. The Company’s pulp and paper manufacturing facilities in the Pacific Northwest were struck by the 
Association of Western Pulp and Paper Workers in July 1978. These strikes were not settled during the quarter and 
resulted in a loss of approximately 120,000 tons of pulp and paper production. A strike at the Company's pulp and 
paper mill and fiberboard mill at International Falls, Minnesota, resulted in losses of approximately 13,000 tons of pulp 
and paper production and 50 million square feet of fiberboard production before being settled in July 1978. 


Fourth Quarter. The strikes at the Company’s Pacific Northwest and two Canadian pulp and paper manufacturing 
facilities remained unsettled at year-end 1978. The strikes resulted in a loss of approximately 193,000 tons of pulp and 
paper production during the fourth quarter of 1978. 


The Company made provision for an extraordinary charge related to litigation settlements and recorded an 
extraordinary credit related to the sale of its remaining realty business. See Note 4 for further information. 


The effective tax rate for 1979 was 21.5%, compared with the 37.07% rate for 1978. Earnings per share in the fourth 
quarter of 1979 and 1978 were increased 4¢ and 15§, respectively, as a result of decreases in the effective tax rates. 
The 1979 tax rate was lower primarily because of investment tax credits from the Company’s capital program, a higher 
proportion of timber capital gains income and the reduction in the Federal income tax rate. 
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Notes to Financial Statements 


Boise Cascade Corporation and Subsidiaries 


12. Replacement Cost (Cnaudited) 


A continuing pattern of long-term inflation results in increased operating costs and significantly higher costs to replace 
the Company’s productive capacity. The Company offsets these increased costs through a combination of 
improvements in efficiency and productivity and, when appropriate, increases in prices. The ability to compensate for 
the impact of inflation with respect to particular products at any given time is also impacted by market and economic 
factors which may delay recovery of cost increases. In accordance with a Securities and Exchange Commission 
requirement, the Company has estimated the cost of replacing the major elements of its productive capacity and the 
impact on depreciation expense if, in fact, these assets were replaced. 


For purposes of these estimates, the term “replacement cost,” as defined by the SEC, is “the lowest amount that would 
have to be paid in the normal course of business to obtain a new asset of equivalent operating or productive capability,” 
based on prevailing prices at December 31, 1979 and 1978. Using this definition and applying it to all Company 
facilities (excluding assets which are not expected to be replaced), it is estimated that the total replacement cost of 
these facilities would be approximately 240% of original cost in each year. Based on these higher replacement costs, 
straight-line depreciation expense in each year would be approximately double the comparable historical depreciation 
expense related to these facilities. 


Certain operating cost savings would result if existing assets were replaced with the new and more efficient facilities 
assumed in estimating the replacement cost of productive capacity. The Company has not estimated precisely these 
cost savings, but believes they would be large enough to substantially offset the higher depreciation expense implied by 
the replacement cost depreciation calculation. These cost savings would result from reductions in costs for direct 
labor, materials, repairs and maintenance, energy and other indirect costs, less waste and improved quality. 


The Company’s report on Form 10-K contains an expanded coverage of the replacement cost of inventories and 
productive capacity and the related impact on cost of sales and depreciation and cost of company timber harvested for 
the years ended December 31, 1979 and 1978. 


Auditors’ Report 


To the Shareholders of Boise Cascade Corporation: 


We have examined the balance sheets of Boise Cascade Corporation (a Delaware corporation) and subsidiaries as of 
December 31, 1979 and 1978, and the related statements of income, changes in financial position and shareholders’ 
equity for the years then ended. Our examinations were made in accordance with generally accepted auditing 
standards and, accordingly, included such tests of the accounting records and such other auditing procedures as we 
considered necessary in the circumstances. 


In our opinion, the financial statements referred to above present fairly the financial position of Boise Cascade 
Corporation and subsidiaries as of December 31, 1979 and 1978, and the results of their operations and the changes 
in their financial position for the years then ended, in conformity with generally accepted accounting principles applied 
on a consistent basis. 


CL Dw beige ie i 
ARTHUR ANDERSEN & CO. 


Boise, Idaho, 
February 1, 1980. 


Effects of Inflation, Supplementary Information 


Our economy has experienced 
relatively high rates of inflation for 
a number of years, and current 
indications are that this trend will 
continue. It has long been 
recognized that inflation causes 
difficulty in measuring and 
comparing financial information 

- over periods of time. Financial 
statements prepared in 
accordance with generally 
accepted accounting principles, on 
an historical cost basis, report the 
actual number of dollars received 
or expended without regard to 
changes in the purchasing power 
of the currency. Capital 
expenditures made over a long 
period of time are added together 
as though the dollars were 
equivalent units of measurement. 
The amortization of these costs 
incurred in earlier years is 
deducted from current revenues in 
the determination of net income. 
Therefore, it is often necessary to 
make a number of adjustments to 
the traditional financial statements 
for a proper assessment of 
economic results. 

During 1979, the Financial 
Accounting Standards Board 
(FASB) issued Statement No. 33, 
Financial Reporting and 
Changing Prices, which sets forth 
certain supplementary disclosure 
requirements designed to assist 
users of financial statements in 
understanding the impact of 
inflation on the company. Two 
different methods were prescribed 
by the FASB for calculating this 
supplemental information. One 
method provides data adjusted for 
general inflation using the 
Consumer Price Index for All 
Urban Consumers (CPI-U) as the 
measure of the general inflation 
rate. This method is frequently 
referred to as the “constant dollar” 
method since it restates historical 


cost financial data in terms of units 
of constant purchasing power. 

However, the prices of specific 
goods and services change for 
many reasons in addition to the 
changes caused by the general 
decline in the purchasing power of 
the currency. The second method 
prescribed by the FASB, referred to 
as the “current cost” method, 
attempts to measure separately the 
effects of the changes in the 
specific price of goods and 
services. 

Management believes that the 
constant dollar approach is the 
best technique yet devised to deal 
with the effects of inflation on the 
company’s financial position and 
results of operations. This method 
deals directly with the inflation 
issue and yet retains the objectivity 
of the historical transactions. The 
accounting principles remain the 
same, and nothing is changed 
except the unit of measurement. 

Although only limited disclosure 
of the effects of inflation on 
selected financial statement items 
is required, complete financial 
statements, including balance 
sheets, statements of income and 
statements of changes in financial 
position, are useful for an 
understanding of the effects of 
inflation on the company. 
Therefore, we have elected to 
present these statements, in their 
entirety, on pages 54 through 56 of 
this report. 

The accompanying financial 
statements and five-year 
comparison of selected 
supplementary financial data have 
been prepared in accordance with 
FASB Statement No. 33. They are 
based on a comprehensive 
restatement of the historical 
account balances to reflect 
changes which have occurred in 
the general purchasing power of 


the dollar as measured by the 
CPI-U. As a result of this 
restatement, historical, nominal 
dollars are presented in terms of a 
common unit of measure, the 
dollar as valued at year-end 1979. 

One of the concepts necessary 
to understanding this data is the 
distinction between monetary and 
nonmonetary assets and liabilities. 
Monetary items are those assets 
and liabilities which are or will be 
converted into a fixed number of 
dollars regardless of changes in 
the general price level. Examples 
of monetary items include cash, 
accounts receivable, accounts 
payable and long-term debt. 
Nonmonetary items, on the other 
hand, are those assets and 
liabilities which do not represent a 
fixed number of dollars but are 
assumed to retain their original 
purchasing power as price levels 
change. Examples of 
nonmonetary items include 
inventory and plant, property and 
equipment. 

The restatement of our balance 
sheets was accomplished by 
multiplying the nonmonetary 
components of our historical cost 
statements by a fraction, the 
numerator of which was the CPI-d 
at the end of 1979 and the 
denominator of which was the 
CPI-C for the period during which 
the asset or liability was recorded. 

The statements of income were 
derived by restating sales, cost of 
sales and operating expenses to 
the purchasing power equivalent of 
the dollar at year-end 1979. 
Depreciation expense and the cost 
of company timber harvested were 
determined by applying the normal 
amortization procedures followed 
by the company to the restated 
balance sheet amounts 
determined as described above. 

As the five-year comparison 
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Effects of Inflation, Supplementary Information 


indicates, “Net sales and other 
income,’ as reported in historical 
dollars, grew at a compound rate 
of 18%. Stated in constant dollars, 
the rate of growth was a more 
modest 10%. This is because a 
portion of the increase in revenues 
did not represent increased 
volume but merely inflation in the 
prices realized for the products. 

“Income from operations” when 
restated in constant dollars 
averaged 56% less for the five-year 
period than the average income as 
reported. The decline was 
primarily the result of higher 
depreciation charges resulting 
from the restatement of 
depreciable assets to current year 
dollars. 

However, the lower operating 
earnings were partially offset by the 
“Purchasing power gain from 
holding net monetary liabilities.” 
This gain resulted from the fact 
that the company held net 
monetary liabilities during periods 
in which the purchasing power of 
the dollar declined. In effect, a 
portion of the burden of inflation 
was passed on to the creditors and 
vendors of the company because 
liabilities could be paid with dollars 
of decreased purchasing power. 
Conversely, those who held 
monetary assets lost purchasing 
power because the assets bought 
fewer goods and services as the 
price level increased. 

In using the accompanying 
constant dollar data, it is important 
to understand that the “Purchasing 
power gain from holding net 
monetary liabilities” is excluded 
from “Income from operations” 
and added directly to “Retained 
earnings.” This gain will 
be“realized” over time as the 
monetary liabilities are paid with 
dollars of decreased purchasing 
power. On the other hand, the 


effect of inflation on nonmonetary 
assets is recognized over the life of 
the asset, primarily as increased 
depreciation expense, and is 
charged against constant dollar 
income from operations. 

In attempting to assess the 
company’s ability to provide funds 
for replacement of productive 
capacity and the payment of 
dividends, the users of constant 
dollar statements must understand 
the role these “monetary gains” 
play. While it is true that “monetary 
gains” do not produce an 
immediate cash flow to the 
company, it is equally true that the 
increased depreciation expense 
charged against income from 
operations does not produce an 
immediate cash requirement. 

The supplemental Statements of 
Changes in Financial Position 
expressed in constant dollars 
appearing on page 56 are, in the 
opinion of management, useful 
statements in evaluating the 
sources and uses of working 
capital. These statements reflect 
total 1979 working capital 
provided from operations of $251 
million in constant dollars, 
compared with $291 million as 
originally reported, a decline 
of 14%. 

The technique employed to 
develop the supplemental constant 
dollar data results in restatement of 
prior year amounts to current year 
dollars. Therefore, the amounts 
shown for any one year will 
automatically change in 
subsequent years. For this reason, 
the most useful purposes of this 
information are (1) the 
comparison of one year’s adjusted 
results to another and (2) trend 
analysis considering several years 
in succession. 

Of particular concern is the 
“hidden” tax being borne by the 


company due to inflation. The 
accompanying data reveals that, 
over the five-year period, the 
average effective tax rate on 
income from operations in 
constant dollars was actually 59%, 
substantially in excess of legislated 
rates. Including the “Purchasing 
power gain from holding net 
monetary liabilities,” the effective 
tax rate in constant dollars 
averaged 43%, still a substantial 
increase over the 34% average rate 
originally reported. This occurs 
because the company is not 
permitted to deduct, for tax 
purposes, the inflation adjustments 
made to operating costs and 
expenses. Therefore, the income 
taxes actually paid by the company 
often exceed the statutory rate 
after income is adjusted for 
inflation. 

As permitted by FASB 
Statement No. 33, the company 
has elected not to include 
supplementary data using the 
“current cost” method in this 
report. The methodology for 
determining current costs must be 
developed, and the preparation of 
the data will require a number of 
estimates and subjective 
judgments that must be evaluated 
by management. 


Five-year Comparison of Selected Supplementary Financial Data 


Adjusted for the Effects of Inflation 


Boise Cascade Corporation and Subsidiaries 


1978 


1977 


(dollars in thousands, except per share amounts) 


Net sales and other income 


$1,961,810 
$2,634,769 


$ 97,330 
$ 56,893 


18,846 
sR Goa AS $e] 


$1,483,820 
$2,107,386 


$ 63,890 
$ 10,353 


24,500 


mIRC Ra cree wen oleh aL ats aucun ir aia at argc akin $2,948,440 $2,595,960 $2,324,310 
Me SLANE GOUATS ose edt ailoe oa 8 $3,103,402 $3,046,357 $2,932,900 
Income from operations 
Peete EC CAMMUNEN.S tecocileh ring haceteL SON Sc lausaet sh ate tit Sona fej al't"y Set 4. O20 Ne 135 700n eit Lao LO 
SGML ANU GOATS 16 el aa S$ 65,619 $ 68,473 $ 54,944 
Purchasing power gain from holding 
mecpmonetary liabilities) oii. ee eae eae ees 97,741 58,262 36,327 
$ 163,360 $ 126,735 $ 91,271 
Income per share from operations 
OE TEE 6 a fo Ae SP ed AGT i a $ 6.52 $ 5.02 $ 4.00 
PR ORESEATIELOOUATS ee a $ 2.44 $ 2.52 $ 1.89 
Purchasing power gain from holding 
netmonetary liabilities 0)... ea lee ale cee 3.64 2.16 1.26 
S$ 6.08 $ 4.68 $ 3.15 
Effective income tax rate 
OS 2 So CRTC dele BCI NED ty ey GB 21.5% 37.1% 41.1% 
POs taNeGOUAIS 20 a hiss Gam Chae hw Aue willie 43.5% 57.9% 65.1% 
In constant dollars including purchasing power 
gain from holding net monetary liabilities ........ 23.7% 42.6% 52.8% 
Dividends declared per common share 
RTRARRCCI MATT title are lahat aaa tL ta a te) 2) 1125 110 
PC OmStallt GONANS ohio k laa hee al) wing ade aNls all wl $ 1.59 $ 1.47 $ 1.39 
Shareholders’ equity 
eM PRORLOR IM A) Guscen ie ci Seren ci ee mel aang SOT belt $1,178,400 $1,058,397 $ 959,088 
PCONStAne collars high sui area wine sevice aller a $1,833,440 $1,730,364 $1,646,873 
Shareholders’ equity per common share 
PRO MEP ONE Cn AG Ni ca he cece ll alts Sana PLOTS SRR IG Ii i $44.09 $38.99 $35.34 
PRICONSLANCCONAT Si: x19 as oe cat casdens eae s Se lhe eee ie $68.71 $63.84 $60.77 
Market price per common share at year-end 
UNSUIC| 70) ack Aas Peeiiaesger Ao amo Enna aM an NCE ONL A Same ata aA $33.88 $26.75 $25.38 
MR Ces State GONAIS sche Ua ial e ale eee a amuies 6 $33.88 $30.31 $31.35 
Year-end Consumer Price Index for 
Ler Daty CONSUMErS:( CEE uot ra tly seid ill 229.9 202.9 186.1 


36.0% 
56.5% 


49.3% 


SiG 
$ 1.03 


$ 945,371 
$1,683,720 


$31.90 
$56.91 


$33.63 
$44.35 


174.3 


$ 866,241 
$1,633,071 


$29.26 
$55.25 


$23.63 
$32.66 


166.3 


Constant dollar amounts have been determined based on a comprehensive restatement of historical financial statements utilizing the 1979 


end-of-year level of the Consumer Price Index for All Urban Consumers (CPI-). 
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Balance Sheets Adjusted for the Effects of Inflation 


Boise Cascade Corporation and Subsidiaries 


December 31 


1979 1978 
Assets As Reported Constant Dollars As Reported Constant Dollars 
(expressed in thousands) 
Current 
Cash and short-term investments 2.) 2.6.) 00 0) 0500, $ 42,315 $ 42,315 $ 63,692 Meh 7 Pek oS: 
RECeIVaDIES eR ENT UG HAS ESR Carn Oni Rana 263,850 263,850 237,641 269,247 
INVENEOTIES Wye wes LD Aa ETAT cH ESI EIEN RUE aun et ee 377,897 393,765 341,087 393,115 
COE N ile a eh ater ea ace ate ocr Cae ar eae ara 9,380 9,759 34,797 42,623 
693,442 709,689 677,217 777,148 
Property 
Property and equipment: (isi sila durileisrs s cteccya aie slerete 1,885,183 2,949,856 1,535,938 2,618,367 
Accumulated depreciation) se ee tye aime Mtatele) aia (627,751) (1,301,452) (559,792) (1,203,759) 
1,257,432 1,648,404 976,146 1,414,608 
Tinaber and:timberlands yy ele animewiaueceie ates iia wee 209,992 366,889 181,745 343,686 
THMBeET: GEPOSHES a uiy iets e UN! Eels ah mtn Sao Ta Me 12,995 13,730 14,807 17,414 
1,480,419 2,029,023 1,172,698 1;775,706 
Other 
Investments in joint ventures iii ai el eal 85,144 167,210 75,802 153,249 
OUTER ASsSets oO A Ni NTU GE aI GH ernOUat AM a a 50,052 59,415 56,230 TLD 73 
$2,309,057 $2,965,337 $1,981,947 $2,777,678 
Liabilities and Shareholders’ Equity 
Current 
Notes payable iin agri ih MOMania Aegina Aten $ 24,936 $ 24,936 >) 42/730 $ 48,413 
Current portion of long-term debt ................. 29,123 29,123 28,811 32,643 
Incomejtaxes payable ay se OU a iene enelun als Ime an 2,328 2,328 a a 
Accounts payable and accrued liabilities ............ 353,013 354,253 328,406 373,016 
409,400 410,640 399,947 454,072 
Long-term debt, less current portion ................ 571,661 571,661 412,586 467,460 
Other 
Deferred Income taxes ite ti ile al craniaaeg tay 94,903 94,903 63,633 72,096 
Other long-term liabilities (sie WEN a Nyaa ety 54,693 54,693 47,384 53,686 
149,596 149,596 Tid O17 125,782 
Shareholders’ equity 
Preferred! StOGke iiieiitic' aie) puma nune selec ane ean mica i a ate 5,533 5:533 5,543 6,280 
COMMON StORK eae aU Re eH ain Une ta 66,504 159,088 67,516 161,704 
Additional'paid-in. capital ate anemia Bue maar any 302,186 751,075 315,655 764,581 
Retained Gamings yee a ue eM Aa a ae a 804,177 917,744 669,718 797,838 
Treasury stock; at cost hii) wut) Mamewtan sel nl Marie sl — (35) (39) 
1,178,400 1,833,440 1,058,397 1,730,364 
$2,309,057 $2,965,337 $1,981,947 $2,777,678 


Statements of Income Adjusted for the Effects of Inflation 


Boise Cascade Corporation and Subsidiaries 


Revenues 


Salesieyie, ; 


fe) Puig) (e LS) eye hre) Leb ie\lia\ le: p) iwle. le \@) ¢\le ee 66 \s\,0, 8) ©, 616/60 es) .8 


Costs and expenses 


Cost of sales 


CC 


Depreciation and cost of company 


FIMO CT ARVESTOG cia cst EAN MUR eT ih i 


Selling and administrative expenses ............... 


eISSN Oeil p uh abe uae LUbE ai /z al hee 


Income from operations before income taxes ......... 


Income taxes 


PILGl @ eb, 6) ae le: ee), 8) leila: olce ve 1@) (sit e)\6) © Le, alte ne! (e,e:\e a" e/\'¢t48)|:6° se; 


Purchasing power gain from holding 
met monetary liabilities |... ills de e's sie ead die winnie 


$2,916,610 
31,830 


2,948,440 


2,280,200 


108,990 
295,860 
40,560 


2,725,610 


222,830 


47,910 
$ 174,920 


Year Ended December 31 


As Reported Constant Dollars 


1978 
As Reported Constant Dollars 


(expressed in thousands) 


$3,081,690 


21,712 


3,103,402 


2,458,490 


172,203 
313,612 
42,856 


2,987,161 


116,241 


50,622 
$ 65,619 


$ 97,741 


$2,573,110 
22,850 


2,595,960 


1,996,530 


91,720 
254,260 
37,830 
2,380,340 


215,620 
79,920 


$ 135,700 


$3,026,116 
20,241 


3,046,357 


2,381,689 


157,765 
299,949 
44,491 
2,883,894 


162,463 


93,990 
$ 68,473 


1 BuO? 


DD 


Statements of Changes in Financial Position Adjusted for the 


Effects of Inflation 


Boise Cascade Corporation and Subsidiaries 


1979 
As Reported Constant Dollars 


Sources of Working Capital 


Year Ended December 31 


1978 


(expressed in thousands) 


As Reported Constant Dollars 


Income before extraordinary items ................ $174,920 $ 65,619 $135,700 $ 68,473 
Items in income not affecting working capital 
Depreciation and cost of company timber harvested 108,990 172,203 91,720 157;765 
Deferred income tax provision |. ...........-+..-- 26,660 28,165 13,238 15,568 
56 Equity in earnings of jointventures .............. (19,658) (17,418) (16,503) (13,894) 
Provision to reduce property 
and equipment to net recoverable amounts ..... — 2,034 — 2.090 
‘Total from'operations |e sie ee ia 290,912 _250,603 224,155 230,447 
Purchasing power gain from holding 
het monetary Habilities 17) uel cai ey as — 97,741 — 58,262 
Items in purchasing power gain not 
affecting WOFKING CADIta eee er TU _ (87,830) —_ (52,673) 
Net from purchasing power gain .............. — 9,911 — 5,589 
Extraordinary items; Metres ay ntie eer mee ail clea eae —_ — (2,900) (3,285) 
Additions'to long-term) debt) Soa wi rn) ita 222,420 235,009 27,439 32270 
Sales of property and equipment .................. 27,674 38,799 22,396 24,863 
Increase (decrease) in deferred taxes ............... 4,610 4,812 (7,221) (8,492) 
Sale of netrealty’assets) (4 it wu oeerainnuele aint eaten — a 36,612 43,652 
Tax benefits not affecting Income fla sates cele co —— 39,752 A A2 
Dividends received from joint ventures ............. 8,808 9,201 7,646 8,825 
Net increase in other long-term liabilities ........... 7,309 7,676 12,853 15,208 
All otherinet i ego i Ui aa ee See Ue eS oe 4,237 8,530 (8,179) (1,694) 
‘Total sources of working Capital oii. eriae eee 565,970 564,541 352,555 394,495 
Uses of Working Capital 
Additions to property and equipment .............. 402,760 425,554 243,285 286,726 
Expenditures for timber andtimberlands ........... 37,743 39,576 26,160 30,765 
Payments and current portion of 
long-term Gebti ices euro u ou eats) aan ee ni ace 63,352 - 66,846 46,908 56,219 
Cashidividends declared 3 yee ae ea GaN DE aaieane 40,461 42,751 34,024 40,014 
Purchaseof common stock yee an miele a 14,882 15,725 35 40 
Total uses of working capitale ie tai 559,198 590,452 350,412 413,764 
Increase (decrease) in working capital ........ $ 6,772 $ (25,911) > 2141 $ (19,269) 
Changes in Working Capital 
Increase (decrease) in current assets 
Cash and short-term investments ............... $(21,377) $ (29,848) $ (7,924) $ (16,280) 
Receivables tiie cick cab alle tira ti RMaik eleauy ora ele Wan gue te Ra 26,209 (5,397) 32322 15,684 
TAVENEORIES CS a dee iin clea eal alley Man pene spur can 36,810 650 8,703 (19,334) 
QE er Nes nA RU i OG a | OEE RU a (25,417) (32,864) 29,250 | BO;O%S 
16,225 (67,459) 58,351 10,745 
(Increase) decrease in current liabilities 
Notes payable’ apie ret ial Bake aa ea aU ela ar 17,794 23,477 (25,087) (26,624) 
Current portion of long-term debt ...)............ (312) 3,520 (3,728) (1,665) 
Income taxes|payablen (unis Air oiton sic Won Baca ta be a (2,328) (2,328) 37,120 45,842 
Accounts payable and accrued 
abilities he 2) /ela suece hcvia si adic chah aNensaS aN eet Cy (24,607) 16,879 (64,515) (47,567) 
(9,453) 41,548 (56,210) __ (30,014) 
Increase (decrease) in working capital ........ $ 6,772 $ (25,911) $ 2,141 


$ (19,269) 


Constant dollar amounts have been determined based on a comprehensive restatement of historical financial statements utilizing the 1979 


end-of-year level of the Consumer Price Index for All Urban Consumers (CPI-C). 


Discussion and Analysis/Summary of Operations 


1979 Compared with 1978. 
Boise Cascade Corporation 
recorded another excellent year, 
with income for 1979 of $175 
million, 29% greater than 1978's 
income before net extraordinary 
items. Sales of $2.9 billion for 
1979 were 13% higher than the 
amount reported in 1978. 

The company’s paper 
manufacturing sales were $888 
million, up 28%, and operating 
income rose 58% from the amount 
reported in 1978. During 1979, the 
company sold a record 2.0 million 
tons of pulp and paper products, 
up 14% from the 1.7 million tons 
sold during 1978. Losses due to 
strikes were 108,000 tons for 1979 
and 326,000 tons for 1978. Prices 
received for paper products were 
also broadly higher than in 1978. 

The packaging and office 
products business sales rose 16% 
to $764 million, and there was an 
increase of 42% in 1979's 
operating income over that of 
1978. The sales volumes reported 
by the Corrugated Container 
Division in 1979 were up 9% from 
the previous year’s and, when 
coupled with improved prices, 
resulted in sharply higher 
operating income for 1979 
compared to the low base in 1978. 
Higher sales and sharply higher 
operating income were reported 
by the Envelope Division based on 
improved volumes, higher prices 
and a product mix shift to specialty 
envelopes. The Office Products 
Division reported higher sales and 
significantly higher operating 
income primarily due to volume 
improvements. Operating results 
of the Composite Can Division 
were down slightly on higher sales. 
The decline reflects higher costs of 
operation, modest price increases 
and a relatively unchanged sales 
volume. 


During 1979, the wood products 
and building materials businesses 
were strongly influenced by 
declining homebuilding activity. 
Housing starts for 1979 were 1.74 
million, much below the 2.02 
million units reported for 1978. 
The reduced demand made it 
difficult to achieve the price 
increases required to offset 
steadily rising costs of operation. 

The sales of $697 million 
reported by the company’s wood 
products manufacturing facilities 
in 1979 were comparable to the 
amount reported in 1978. 
However, 1979's operating income 
was down 39% reflecting the 
impact of a declining 
homebuilding market and rising 
costs of operations. During the 
fourth quarter, market conditions 
resulted in curtailment of certain 
manufacturing operations. 

The building materials business 
increased its 1979 sales to $794 
million, compared with $750 
million in 1978. Operating income 
for 1979 was down 44% from the 
amount reported in 1978. Sales of 
the company’s Building Materials 
Distribution Division improved due 
to a greater number of facilities, 
but higher costs of operation 
resulted in a significant decrease in 
operating income. The 
performance of the Housing 
Division in 1979 was mixed. 
Despite the softening housing 
market, the operation which 
supplies sectionalized houses to 
the Western part of the nation 
posted its best year ever. The 
operation which supplies the 
Eastern part of the country with 
panelized houses continued to 
experience difficulties with regional 
market demand for housing. The 
Cabinet Division experienced 
moderate increases in prices and 
volumes but reported a significant 


decline in operating income due to 
higher conversion costs and a less 
favorable product mix. 

Other income for 1979 was $32 
million, compared with $23 million 
in 1978. The increase was 
primarily attributable to increased 
earnings of joint ventures (see 
Note 3 of the Notes to Financial 
Statements), gains on sale of 
miscellaneous assets, higher 
interest income and reduced 
losses on disposition of marginal 
operations. 

Interest expense increased in 
1979 due to increased utilization of 
commercial paper and the 
issuance of $150 million of 
unsecured long-term debt late in 
the year. Interest of $13 million 
incurred in conjunction with 
certain major capital projects was 
capitalized during 1979. 

The 1979 effective tax rate was 
21.5% compared with 37.07% in 
1978. The lower rate was 
attributable to investment tax 
credits from the company’s capital 
program, a higher proportion of 
timber capital gains income and 
the reduction in the Federal 
income tax rate. The company’s 
effective tax rate is determined 
essentially by the relationship 
between its ordinary U.S. income, 
taxed at a 46% rate; its capital gain 
income, taxed at a 28% rate; and 
the amount of investment tax 
credit. The company’s capital 
gains result principally from the 
harvesting of timber. The 
investment tax credit, which 
reduces income tax expense, 
results from qualified capital 
expenditures. 

The company recognized 
extraordinary items in 1978 (see 
Note 4 of the Notes to Financial 
Statements.) 

During 1979, the company 
purchased 418,976 shares of its 


57 


58 


Discussion and Analysis/Summary of Operations 


common stock (see Note 9 of the 
Notes to Financial Statements). 
The purchase and cancellation of 
these shares did not have a 
significant effect on the company’s 
earnings per share calculation for 
the period. 

1978 Compared with 1977. 
Sales for 1978 were $2.6 billion, 
11% higher than in 1977. Net 
income before extraordinary items 
was $136 million, 17% greater than 
in 1977 in spite of lengthy strikes in 
our paper manufacturing 
operations, a change to LIFO in 
our domestic wood products and 
paper manufacturing operations 
and changes in certain pension 
assumptions. 

Sales of the company’s paper 
manufacturing business were 
$695 million, down 5% from 1977. 
Operating income was $91 million, 
compared with 1977's $115 
million. Sales and earnings were 
lower because of lengthy strikes at 
several of our paper mills which 
resulted in a loss of approximately 
326,000 tons of pulp and paper 
production during the year. A total 
of 1.7 million tons of pulp and 
paper was sold in 1978, down from 
the record 1.9 million tons for 
1977. Sales prices for our basic 
paper products were higher. 

The packaging and office 
products business reported sales 
of $656 million, up 16% from the 
prior year, and operating income of 
$36 million, compared with $32 
million in 1977. Sales volumes 
increased 8% for the Composite 
Can Division, but operating 
income was only slightly higher 
because of product mix and 
increased costs. Corrugated 
Container Division sales were up 
slightly, compared with 1977, 
because of a 6% increase in unit 
volume. Container prices for the 
year were comparable with 1977, 


although in the fourth quarter of 
1978, prices for a number of 
container products were increased. 
Operating income was lower 
because of increased operating 
costs and linerboard cost 
increases which were not fully 
recovered by price increases. Sales 
were up 26%, and operating 
income increased significantly for 
the Office Products Division due to 
higher sales. volumes and 
purchase of additional facilities. 
Envelope Division sales and 
operating income were greater 
because of increased sales prices 
and a 2% volume increase. 

Several factors combined to 
produce record results for the 
company’s wood products 
manufacturing and building 
materials businesses. Housing 
starts for 1978 were 2.02 million 
units, up from the 1.99 million 
units for 1977. Increased sales 
prices in high volume products, 
improved operating margins and 
the purchase of additional facilities 
contributed to the improved 
results. 

Sales by the wood products 
business were $699 million, up 
10% from 1977. Operating income 
increased 37% to a record $101 
million. Lumber, plywood and 
particleboard volumes were 
comparable to 1977 levels. 
Fiberboard volume was down 
because of a 33-day strike. 
Approximately 50 million square 
feet of fiberboard, 21.7 million 
square feet of plywood, 25.3 
million board feet of lumber and 
2.6 million square feet of 
particleboard production volumes 
were lost because of strikes. Sales 
prices for all products were up over 
those of 1977, more than 
offsetting the 5% increase in 
delivered log costs and normal 
start-up costs at three new 


small-log sawmills. 

The building materials business 
increased sales to $750 million, a 
23% increase, and operating 
income increased to $41 million 
from $36 million. Building 
Materials Distribution Division 
sales were up 26%. Operating 
income increased as a result of 
strong housing starts, increased 
sales prices and the purchase of 
additional facilities during the year. 
Housing Division volume 
increased slightly. Cost increases 
came ahead of price increases, 
resulting in lower margins and 
lower operating income. Cabinet 
Division sales were up because of 
a 5% volume increase, and 
operating income was substantially 
better than in 1977. 

Other income increased 
significantly in 1978, primarily 
because of increased earnings of 
joint ventures, gains on sale of 
miscellaneous assets and reduced 
losses on disposition of foreign 
and marginal domestic operations. 
However, interest income was less 
than in 1977. 

Interest expense for the year was 
down slightly from 1977. Interest 
of approximately $2 million 
incurred in conjunction with 
certain major capital additions was 
capitalized during 1978. 

The effective tax rate decreased 
to 37% for 1978 as compared with 
41% in 1977. The lower tax rate 
was primarily due to additional 
investment tax credits resulting 
from qualified capital projects, 
energy investment tax credits, and 
a greater proportion of timber 
capital gain income. 


Products and 
Distribution Businesses 


Products 
Paper 
Printing and publishing papers 
Form bond, uncoated groundwood printing and publishing, coated printing 
and publishing, cutsize writing and copy, offset, carbonless and base stock 
Business papers 
Converting papers 
Envelope, tablet and release 
Newsprint 
Packaging papers and paperboard 
Wrap, bag and sack paper, linerboard, corrugating medium and fiber can 
stock 
Specialty paperboard 
Pressboard products, packaging and graphic arts papers, book cover stock 
and gasket material 
Market pulp 
Kraft 


Packaging 


Composite cans 
Cans for packaging motor oil, refrigerated dough, frozen juice concentrate 
and other products 

Corrugated containers 
Conventional, specialized and water-resistant containers for packaging 
produce, processed food and manufactured products 

Envelopes 
Envelopes, file folders and tags used for communications, identification and 
protective storage 


Wood 


Plywood 
Structural plywood products in various grades for construction applications 


Lumber 
Softwood and hardwood from various domestic species 


Particleboard 
Industrial, underlayment, mobile home decking and cut-to-size 


Fiberboard 
Siding and'insulating sheathing 
Logs 
Wood chips 
Specialties 
Moldings, cut stock, beams, finger jointed lumber, laminated beams, 
decking and bark products 


Housing 
Panelized and sectionalized housing and light commercial structures 
Cabinets 


Factory-built modular cabinets 


Distribution Businesses 
Building Materials 


Lumber, plywood, roof trusses, particleboard, fiberboard, roofing, wallboard, 


insulation, ceiling tile, millwork, windows, screens and doors, builders’ 
hardware and related products 


Office Products 


Office supplies, stationery, printing paper, coarse paper and office furniture 
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John B. Fery 
Chairman of the Board and 
Chief Executive Officer 


Jon H. Miller 
President and 
Chief Operating Officer 


Juan del Valle 
Executive Vice President 


Will M. Storey 
Executive Vice President and 
Chief Financial Officer 


William Bridenbaugh 
Senior Vice President 


John E. Clute 
Senior Vice President and 
General Counsel 


John R. Forrest 
Senior Vice President 


George E. McCown 
Senior Vice President 


K. Peter Norrie 
Senior Vice President 


General Offices: Boise, Idaho 


Transfer Agents: 
Common Stock 


Ronald A. Beauchamp 
Vice President 


Robert L. Bonaparte 
Vice President 


Edward W. Cleary 
Vice President and 
Treasurer 


Peter G. Danis Jr. 
Vice President 


Charles E. Faries Jr. 
Vice President 


John A. Haase 
Vice President 


Alice E. Hennessey 
Vice President and 
Corporate Secretary 


Daniel B. Hogan 
Vice President 


Terry R. Lock 
Vice President 
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Morgan Guaranty Trust Company 
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Boise Cascade Corporation, Boise, Idaho 
The Chase Manhattan Bank, N.A., New York, New York 
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Arthur Andersen & Co. 


Clifford A. Morton 
Vice President 


David L. Page 
Vice President 


Richard B. Parrish 
Vice President 


Ralph G. Peinecke 
Vice President 


Robert H. Schwarz 
Vice President 


Frank J. Toner 
Vice President 


Vernon R. Veron 
Vice President 


Rex L. Dorman 
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The Annual Meeting of the shareholders of Boise Cascade Corporation will be 
held at 10:00 a.m. (Mountain Daylight Time), May 13, 1980, at the offices of the 


company, Boise, Idaho. 


Proxy material will be mailed to shareholders of record on or about April 4, 1980. 


The Company’s Form 10-K, filed with the Securities and Exchange Commission, 
and a 1979 Statistical Information booklet are available upon request. 


Write: 


Corporate Communications Department 
Boise Cascade Corporation, One Jefferson Square, Boise, Idaho 83728 


Shareholders of the company’s common stock 
may participate in our Dividend Reinvestment Plan. 
For information, call 208/384-7590 or write: 


Shareholder Services Department 


Boise Cascade Corporation, One Jefferson Square, Boise, Idaho 83728 


Board of Directors 


*Charles A. Anderson, former president and chief executive officer of SRI 
International, Menlo Park, California (3) 


Anne L. Armstrong, Armstrong, Texas; former United States ambassador to 
Great Britain and counselor to the President of the United States (3) (4) 


James E. Bryson, investor, Newberg, Oregon; former president, Herbert A. 
Templeton Lumber Corporation and Valsetz Lumber Company, Portland, 
Oregon (1) (2) 


*William S. Cook, president and chief operating officer of Union Pacific 
Corporation, New York, New York (4) 


Frederick L. Deming, president, National City Bancorporation, Minneapolis, 
Minnesota; former undersecretary for monetary affairs of the United States 
Treasury Department (2) (3) 


Robert Faegre, former president, Minnesota and Ontario Paper Company, 
Minneapolis, Minnesota (4) 


John B. Fery, chairman of the board and chief executive officer, Boise 
Cascade Corporation, Boise, Idaho (1) (3) (4) 


Wilbur G. Fienup, former president of R. C. Can Company, now Boise Cascade 
Composite Can Division, St. Louis, Missouri (3) (4) 


Donald S. Macdonald, partner, McCarthy & McCarthy, Toronto, Canada; 
former member of the Canadian House of Commons and Cabinet (1) (2) 


Jon H. Miller, president and chief operating officer, Boise Cascade 
Corporation, Boise, Idaho (1) (4) 


William H. Morton, former president, American Express Company, New York, 
New York (3) (4) 


John §. Pillsbury Jr., chairman of the board, Northwestern National Life 
Insurance Company, Minneapolis, Minnesota (1) (2) 


Theodore H. Smyth, investor, Santa Barbara, California (1) (4) 


E. R. Titcomb, president, Rodman Industries, Inc., St. Paul, Minnesota (2) (4) 


*Elected since last Annual Report. 


1. Member of Executive Committee, John B. Fery, chairman. When necessary between 
regularly scheduled board meetings, the Executive Committee has the authority to 
exercise most of the powers and authority of the full board in management of the 
business and affairs of the company. 


2. Member of Audit Committee, John S. Pillsbury Jr., chairman. The Audit Committee 
meets periodically with management, the company’s internal audit staff and 
representatives of the company’s independent public accounting firm to assure that 
each group is carrying out its responsibilities. The committee reviews the scope of 
internal and external audit activities and the results of the annual audit and 
recommends a firm of independent auditors each year. 


3. Member of Nominating Committee, William H. Morton, chairman. The Nominating 
Committee reviews nominations for election as directors and makes 
recommendations to the board. 


4. Member of Human Resources Committee, Robert Faegre, chairman. The Human 
Resources Committee works with the company’s management in the review of 
personnel programs and compensation. 


Boise Cascade 
Corporation 


One Jefferson Square 
Boise, Idaho 83728 


